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German jobless 
total hits new 
record with no 
sign of reversal 

Germany’s unemployment 
climbed to 4J3m after seasonal 
adjustment last month - tmn t ^nr 
post-war record - with, no sign of 
a break in the trend. The latest 


August, highlighted the raflnre of 
economic growth to reduce job- 
less totals not seen in Germany 
since the 1930s. Page 2 . 

Fast-tmck compromise: 

The White House has reached an 
agreement with the House nays 
and means commit tee, helpin g 
President Clinton's bid for fast- 
track trade negotiating authority. 
Page9 

He lms warns llato: 

Senator Jesse Helms, r-hahman 
of the foreign relations commit- 
tee, warned Nato expansion 
would foil if west Europeans did 
not pay their share. Page 9 


Japanese bond market record: 

Japanese government bands set 
new records in Tokyo, as yield on 
the b enchmar k 10-year JGB fell 
to L710 Der cent after eovem- 
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fihfnfl unveiled a series cf merg 
ers in the state steel and indus- 
trial sectors. Page 4 


Poland sets coaBOon noewsss 

Poland’s prospective coalman 
partners nave given themselves 
until the Kid of next week to 
form a new government. Page 2 


Markets 


BUSINESS NEWS 


Dresdner Bank 
hit by further 
upheaval as 
director quits 

Dresdner Bank, hit by boardroom 
tax investigations, faced fresh 
upheaval with the resignation of 
a long-serving board member and 
a decision by its retiring chair- 
man not to join the supervisory 
board. Page 17 

F ro ntlin e, Bermuda-based tanker 
operator bidding SKriL22bn 
($429m) for Swedish rival ICB 
Shipping, is taking legal action to 
prevent ICB pursuing a friendly 
$309m merger with Greek-owned 
Astro Tankers. Page 17 

European airfines have asked 
Brussels to protest against a pro- 
posed US law that would limit 
the number of foreign com panies 
which can service US aircraft. 
Page 16; Political dwarf, Page 14 

TUfa share price rise since 
Federal Mogul’s £L2Shn ($SL02bn) 
takeover approach could increase 
the value of T&N*s latest divi- 
dend by almost 60 per cent 
through a scrip option, an ana- 
lyst said. Page 22 

BTR could face a bill of £48Qm 
(6777.6m) fear tax and advisors’ 
fees arising from its plan to turn 
itself from a conglomerate into a 
focused engineering group, bro- 
kers estimated- Page 22 

Paugaot-Cftroan, French car 
group, is poised to announce a 
tong-awaited fGOQm investment 
in a new Brazilian car plant as 
part of a drive to step up its 
global presence. Page 21 

Baytortech* Vurwhtabunk set a 

price of DM85 a share for the first 
stage of its DMShn ($L7hn) capi- 
tal increase to push through the 
merger that will create Ger- 
many’s second-biggest bank. 

Page 10 

Accoiv the French hotels, tours 
and car rentals group, announced 
net income up fourfold to 
FFnl58m ($77 .5m) for the first six 
months of 1997, in spite of sub- 
stantial provisions. Page 20 

Tulutrtnlna shares rallied from 
sharp fells suffered after inves- 
tors questioned the Spanish tele- 
communications group's interna- 
tional strategy. Page 20 


the country’s biggest life insurer, 
began the countdown to its sum- 
mer stock-market flotation, say- 
ing it could be valued at more 
than Agllbn (US$8bn). It said 
L8m policyholders w ould receive 
an average windfall estimated at 
nearly A660OO. Page 17 

Mm Bank and Marubqol, the 

trading house, s lashed half-year 
profits forecasts after booking 
losses on their securities portfo- 
lios ofYliaSbn ($976m) and 
Yl75bn, respectively. It follows a 
similar warning last week by 
Dai-lchi Kangyo Bunit. Page 18 

Konrira, Finnish chemicals 
group, called for greater controls 
on cheap imports of Russian fer- 
tilisers Into Europe. Page 19 

NCR* the computer and 
compote software maker, and 
SAS Institute, the big private 
s oft w a re group, are to integrate 
their data warehousing and data 
■mining tprfinnlngieB which are 
used to analyse sales and cus- 
tomer information. Page 21 
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UN uMsts Iraq reveals weapons 


By Laura Sifter and Iffichad 
Littlejohns at the United 
Nations In New York and 
Robert Corzme ki London 

A United Nations commission 
yesterday urged the Security 
Council to fence Iraq to reveal the 
foil extent of its most dangerous 
weapons programmes, as oil mar- 
kets showed renewed signs of 
nervousness at growing tension 
In the Gulf 

The latest UN review of Iraq’s 
attempts to build weapons of 
mass destruction accused Bagh- 
dad of brazenly obstructing inter- 
national inspectors, especially in 
their efforts to unlock the secrets 
of the country's biological weap- 
ons programme. 

Richard Butler, executive 
chairman of the UN Special Com- 
mission set up to insure the elim- 
ination of Iraq’s weapons of mass 


Review accuses Baghdad of obstructing 
mass destruction programme inspectors 


destruction, said the biological 
weapons programme was an area 
“unredeemed by progress”. 

His six-monthly report came 
amid growing uncertainty over 
events in the Gulf. Oil prices, 
which tumbled on Monday, stead- 
ied as traders speculated that the 
critical report might prompt 
President Saddam Hussein into 
provocative actions. Some ana- 
lysts thought he might threaten 
to pull out of the oil-for-food pro- 
gramme on which much of the 
Iraqi population depends. That 
could cause increased volatility 
in already nervous nil markets. 

Traders were also unsettled by 
reports from the Middle East 


highlighting the rising tensions 
in the region. On Monday, gun- 
men fired on five UN vehicles in 
northern Iraq in the second 
armed attack this week involving 
international observers In Iraq. 

Iran yesterday announced new 
naval manoeuvres before the 
arrival in the Gulf of the Nimitz, 
the US aircraft carrier that was 
last week ordered to speed to the 
region from the Pacific Ocean. 

Last night the US announced 
that air patrols over southern 
Iraq would be stepped up to stop 
no-fly violations. 

All S hamkhani . Iran's defence 
minister, said: “We don't see any 
reason for friction [with the 


US] . . . but we cannot speak 
about the belligerence of the 
other side." 

The UN report could pave the 
way for further sanctions against 
the regime. But diplomats at the 
UN were uncertain what mea- 
sures might be taken, given divi- 
sions within the Security Council 
over Iraq. Many want to avoid a 
showdown with Baghdad at a 
time of regional tensions. 

"We will make sure the action 
is proportionate and measured," 
said a diplomat. "But we will not 
allow the Iraqis to think they can 
get away with everything. Butler 
is not going to rise to the Iraqis' 
bait. There is no doubt that Sad- 


dam is testing the new Unscom." 

Mr Butler said he could not 
understand why Baghdad had 
refused to reveal the facts about 
the biological programme and 
was so insistent in blocking his 
commission’s efforts. 

Iraq had foiled to respect the 
inspection rules and tried to 
exclude inspectors from certain 
sites while defining new catego- 
ries of "often very large sites 
from which the commission 
inspectors would be forbidden". 

The report called on the 
15-member Security Council to 
"insist that Iraq meet its obliga- 
tion to fully disclose all of its 
prohibited weapons and associ- 
ated programmes". 

"There is no substitute for this 
whole truth . . . this is a crucial 
requirement,” it said. 

Oil markets, Page 26 




Sun sues Microsoft 
over Java ‘deception’ 


News Corp chief Rupert Murdoch urged all media to resist a push for tougher privacy laws in the wake 
of Princess Diana’s death. Speaking at the group's AGM, he said he did not regret using paparazzi 
photographs, apart from haying paid too much. Murdoch to float Indian TV channel. Page 17 n™*™ 

Nikko shake-up will transfer 
global operations to London 


By GHRan T«tt In Tokyo 

Nikko Securities. Japan’s third 
largest broker, is revamping its 
operations to give Landau, not 
Tokyo, responsibility for interna- 
tional operations. 

The step, the first taken by any 
Japanese broker, marks a fresh 
drive by the comp an y to build 
international skills ahead of 
Japan’s impending "big bang” 

financial deregulation. 

The company is also planning 
to take the unusual step of 
appointing two non-Japanese to 
its board of directors. 

Masashi Kaneko, the newly 
appointed president of Nikko, 
yesterday also said the group 
would be seeking new collabora- 
tion with foreign partners. It 
already him two Joint ventures 
with Barclays and Smith Barney. 

The company decided to base 
Its global operations in London 
rather than New York because 
the UK was mare convenient for 
rfrmlfrig with Asia and the US, Mr 
Kaneko said. 

“We have come to the conclu- 
sion that in this globalised era 
we international partners," 
he said. "We want to make the 
company more multinational, 
rather than just Japanese, and so 
I will be recommending to the 
shareholders that we have new 
non-Japanese directors.” 

One of these will be Michel de 


Carvalho, previously co-chairman 
erf Nflsko’s European affiliate. Mr 
Kaneko has put Mr de Carvalho 
in charge of Nikko group’s inter- 
national operations - the first 
time a Japanese broker has given 
a non-Japanese such sweeping 
powers. 

In addition, Nikko would be 
seeking a US director, Mr Kaneko 
added. The only other Japanese 
broker which has a non-Japanese 
member of the board of directors 
at present is Nomura, which 
employs a US national. 

The moves come after Nikko 
became the latest Japanese bro- 
ker to reshuffle its senior man- 
agement last week in connection- 
with a racketeer scandal. 

Nikko Is accused of having 
paid some Y14m ($115,700) to 
sokafya , who traditionally ; 
demand money from companies 
in exchange for not revealing 
sensitive information. 

The three other leading bro- 
kers - Nomura, Daiwa and Yam- 
airfri — have also been *■*•»♦« wglgd 
In the scandal and reshuffled 
their management, together with 
Dal-Ichl Kangyo Bank. Nikko has 
now removed eight members 
from its board. 

Nikko has reported mixed 
results in recent years: In the 
first quarter of this year it 
recorded a recurring Yl-9bn loss. 
And Mr Kaneko yesterday admit- 
ted the company was likely to 


face a squeeze in its traditional 
Japanese brokerage business as a 
result of Big Bang. 

However, the company planned 
to shift its focus away from brok- 
ing to asset management and 
develop an international reach to 
offer overseas products to Japa- 
nese clients, he said. 

Nikko opens its doors. Page 18 


By Louise Kehoe 
in San Francisco 

Sun Microsystems yesterday 
launched a legal battle against its 
competitor Microsoft in what 
promises to become the rallying 
point for mounting complaints 
about the business practices of 
the world's largest software com- 
pany. 

In a suit filed in a federal court 
in San Jose, California, Sun, cre- 
ator of the Java computing lan- 
guage widely used to create inter- 
net software, claimed that 
Microsoft had “deceptively modi- 
fied" Java to tie new Java appli- 
cations to its Windows personal 
computer operating system. 

Microsoft responded with a 
statement that the claims were 
“unfounded". 

The lawsuit is the culmination 
of months of wrangling between 
Sun and Microsoft Java's creator 
has promoted the technology as a 
breakthrough which enables pro- 
grammers to write software that 
will run on any computer, 
regardless of the operating sys- 
tem, without modification. 

This means, for example, that 
Java programs could run on the 
so-called network computers - 
low-cost internet terminals - that 
are being promoted by Sun as 
well as by Oracle, the second 
largest US software company, as 
an alternative to personal com- 
puters running Windows. 

"Microsoft has embarked on a 


deliberate course ... to break the 
cross-platform compatibility of 
the Java programming environ- 
ment and to implement the Java 
technology In a manner calcu- 
lated to cause software develop- 
ers to create programs that will 
operate only on [Windows 1” Sun 
claimed. 

Java has already won broad 
support in the software industry, 
with 117 software developers lic- 
ensing the technology from Sun. 
The licences compel the develop- 
ers to adhere to Java specifica- 
tions to ensure this "cross-plat- 
form compatibility”. 

Sun claims Microsoft has 
refosed to abide by this undertak- 
ing. In particular. Sun said Micro- 
soft’s new internet browser, 
Internet Explorer 4, launched last 
week, had foiled to pass compati- 
bility tests required by the Java 
licence agreement 

Other software developers said 
Microsoft’s alleged actions could 
splinter the Java standard. "We 
are now resigned to writing two 
versions of our software: one for 
Windows and one for other types 
of computers.” said Gary Steel, 
president of Nettva, an internet 
database software developer. 

The issue has already sparked 
broad criticism of Microsoft 
within the US software industry, 
renewing calls for anti-trust 
action against it. 

Gates to advise on school 
intranet links. Page 10 
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Cracking a not: Indonesia's palm 
oil industry is booming 
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NEWS: EUROPE 


Opposition-dominated parliament still seems intent on frustrating draffs passage [ news digest 
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Russian budget faces rough ride 


By John Tbomhffl 
in Moscow 

Victor Chernomyrdin, Russia’s 
prime minister, will urge the coun- 
try's unruly parliament today to 
adopt the 1998 draft budget and a 
new tax code, helping to put gov- 
ernment finances on their soundest 
footing since the start of market 
reforms. 

But the opposition-dominated 
parliament still seems intent on 
frustrating the budget's passage, 
with the Communist party caning 
for a vote of no confidence in the 
govemraent. 

Gennady Zyuganov, the Commu- 
nist leader, has denounced the bud- 


get as ‘‘barbaric” and angrily 
rejected ministers' attempts to 
negotiate a compromise yesterday, 
saying parliament could no longer 
trust the government 

"The law on the 1997 budget was 
grossly violated. Even after spend- 
ing was cut it was fulfilled by only 
77 per cent." he said. 

In previous years, the govern- 
ment and parliament have colluded 
to produce wildly unrealistic bud- 
gets. leading later to savage cuts in 
spending and frantic efforts to 
raise additional revenue. 

But this year the government 
has tried to produce a budget 
which it has a better chance of 
fulfilling. 


The 1998 draft budget envisages 
a primary deficit of just 0.43 per 
cent, growth of 2 per cent and 5 per 
cent annual inflation 

One western economist said the 
budget debates were an annual per- 
formance in Russia’s political thea- 
tre which had little impact on gov- 
ernment economic policy. 
Parliament bad few powers to hold 
the government accountable for its 
actions, he said, while a no confi- 
dence motion could prove a dou- 
ble-edged sword. 

"The reality is that the govern- 
ment will do what it wants, regard- 
less of what the Duma says,” said 
the economist 

The government’s arguments 


were strengthened by the release of 
the conclusions of a report from 
the Organisation for Economic 
Cooperation and Development, 
which praised efforts to introduce 
a more credible and efficient bud- 
get in which "expenditure limits 
a re consis tent with realistic reve- 
nue projections”. 

Donald Johnston, secretary- 
general of the OECD, said the 19% 
budget and tax code were “very 
significant building blocks" 
required to strengthen the market 
re for ms . 

Hie OECD conceded it had been 
over-optimistic about Russia’s 
growth prospects in the past, and 
said the government should take 


German jobless climbs to 4.5n 

Further post-war record gives no indication of a decisive break in upward trend 


farther measures to encourage the 
growth of gmatt businesses and for- 
eign jiirect investment. It should 
aign strengthen the legal basis far 
tax administration and develop 
competition policy. 

Grigory Yavlinsky, leads- of the 
liberal Yabloko party, said his fac- 
tion might also back the no confi- 
dence motion in the government 
criticising the government’s failure 
ang the economy’s inertia. 

“The wheels are spinning, every- 
thing is roaring, mud is flying in 
e very direction. There is a lot of 
smnfea and a Lot of noise, but the 
car is cfofcing deeper and deeper 
into that bog. This Is our reality,” 
be said. 
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By Ralph Atkins in Bonn 

Germany's unemployment 
climbed to 4.5m after sea- 
sonal adjustment last month 
- another post-war record - 
with no sign of a decisive 
break in the upward trend. 

The latest figures, up 
34,000 compared with 
August, highlighted the con- 
tinuing failure of economic 
growth to reduce jobless 
totals not seen in Germany 
since the 1930s. 

Most of the increase came 
from eastern Germany, 
underlining the widening 
economic division between 


the two parts of the country. 

Bernhard Jagoda, presi- 
dent of the federal labour, 
office, said the western Ger- 
man Labour market showed 
signs of stabilisation. But 
the former Communist East 
Germany remained handi- 
capped by a contracting 
building sector and by hav- 
ing only a small share of the 
fast-growing German export 
sector. 

Seasonally adjusted unem- 
ployment In eastern Ger- 
many In September was 
equivalent to 19.2 per cent of 
the workforce, compared 
with 9.9 per cent in western 


Germany and an overall Ger- 
man rate of 11.7 per cent 

The political impact of yes- 
terday’s figures was tem- 
pered by a 64.000 fall in the 
unadjusted “headline" 
unemployment total to 4.31m 
- still a past-war record for a 
September. But the relent 
less upward trend has Inten- 
sified calls by trade unions 
and the opposition Social 
Democratic Party for job cre- 
ation measures. 

Underlining the increas- 
ingly close relationship 
between the SPD and the 
unions, Klaus ZwickeU chair- 
man of the powerful IG Met- 


all union, called for a new 
“alliance for jobs" with an 
incoming SPD government 
after next September’s fed- 
eral elections. Earlier this 
week. Oskar Lafontalne, SPD 
leader. backed union 
demands for an end to wage 
restraint. He argued higher 
wages would help boost 
domestic demand. 

With analysts saying 
unemployment may con- 
tinue to rise in coming 
months, the government’s 
summer forecast of a 4.3m 
average for 1997 is widely 
expected to be exceeded. The 
hi gher-than -expected finan- 


cial burden Is adding to the 
difficulties meeting this 
year’s public sector deficit 
target of 3 per cent of gross 
domestic product, set for 
membership of the planned 
Euro currency. 

The federal labour office 
suggested unemployment 
was likely to average about 
4.4m - but indicated addi- 
tional funds would not be 
required from Bonn to cover 
unemployment payments. 
But public sector finances 
may still be hit by the extra 
cost of other social benefits 
and by the erosion of tax 
revenues. Fresh estimates on 




Sources EWaow araflCV;' . ££. : ; 

tax revenues are due to be 
published in November. The 
finan ce ministry refused to 
comment on speculation that , 
extra savings measures 
would be needed to cover a 
DM7.5bn ($4~2bn) shortfall 


S a ^pt All eyes on Jospin as hours 

euro debate entries to a head minister 
from 1999 


By Wolfgang Munchau, 
Economics Correspondent 

Daimler-Benz yesterday 
decided to adopt the euro, 
the new single European 
currency, on January 1 
1999. 

The German automotive 
group is one of the first Ger- 
man multinatio nals to com- 
mit itself to the abandon- 
ment of the D-Mark an the 
first day of economic and 
monetary irninn- 

Daimler is seen as a trend- 
setter in Germany and in 
the past has switched to US 
accounting standards and 
introduced executive stock 
options. The decision to 
switch to the euro could 
boost acceptance of the new 
currency during the three- 
year transitional period 
from 1999 until the end of 
2001, during which the euro 
and national denominations 
will co-exist. Euro bank- 
notes and coins will not be 
introduced until 2002. 

Jfirgen Schrempp, Daim- 
ler’s chairman, said the 
decision was “basically a 
signal for oar customers, | 
suppliers and partners in 
industry and public admin- 
istration that we see a tre- j 
mendous chance both for i 
Europe and our group 
[under Emu]”- The cost of 1 
the switch-over is estimated I 
at DM200m ($Ii2m). Daim- j 
ler also estimates that the 
move would reduce its cur- 
rency exposure by about 30 
per cent 

Siemens, the German elec- 
tronics group, has also 
voted for a switch-over, 
scheduled for October l 
1999, to coincide with the 
company's financial year. 

It is unclear whether 
Daimler and Siemens will be 
paring their staff in euros. 
Both companies said yester- 
day this would, depend on 
the ability of social and pub- 
lic administrations to accept 
euro contributions. 
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debate comes to a head 

Andrew Jack reports on the jostling between employers, unions 
and government ahead of Friday’s unemployment conference 


Lander in battle 
for investors 

Germany’s influential LSnder, or regional states, are 
striking out on their own for the first tune In a battle far 
international investors before the D-Mark is replaced by . 
the euro, the European single currency. _ . 

The Under traditionally rely on a small group or 
mainly German lenders. But they are now ruslung to ^ .. ... 
launch their first international bonds to cur ry mvouf : 
with a broader audience of investors before the euro £ j : 

redraws the continent's capital market '• 

The move highlights how the euro is likely to break . ■ - 
down barriers in European capital markets, prompting - 
borrowers and investors alike to look beyond their • ; . 

traditional national borders and markets. 

German state borrowers In particular fear they nay ; 
have to pay more for capital when they lose the cachetpr 
the D-Mark as their domestic currency. ' . - • • : 

Hesse, the state which contains Germany’s financia l , 

capital Frankfort, plans later this month to launch es 
first bond to be ahned at an internatlapal audl«nce:of. 
investors. . - - • ] 

It follows Saxony-Anhalt, which became the first federal j 
state to launch a band ahned at interna tional' myesfoia . 
earlier this year in an attempt to boost its profile in the . 
European investor community. ■“ 

On Friday. Hesse begins a “road-show” in Paris, • „■ 

Amsterdam, London and Frankfurt to c em e nt re la tions 
with new lenders and establish its name on the European 
stage. Graham Bowley, Frankfort 

■ OPPOSITION SUPPORT 

FDP backs Eurofighter 

Prospects for the four-nation Eurofighter aircraft project ' 
winning German parliamentary approval brightened ■ 
yesterday after the Free Democratic party, ju nior m ember 
of tbe ruling coalition in Bonn, confirmed its support. 

Comments by Hermann Otto Solms, leader of the FDP ; 
parliamentary party, followed signs that some in ins party 
would oppose plans — due to be discussed in ca b in et today 
- for Germany to buy 180 Eurofighters. The crudaLvotes 
on the aircraft are expected to be taken in the Bundestag, 
or lower house of parliament, in mid November. Because, 
the project is part of the federal budget, approval from the 
Bundesrat, the second chamber representing the stales, is 
not needed. 

Mr Solms did not rule out some FDP MPs voting against 
the project But Kurt Rossmanith, chairman of the . 
Bu ndestag defence committee, predicted a significant 
number of opposition MPs would defy their party's official 
line and vote for the Eurofighier. Ralph Atkins, Borm 

■ ROSNEFT SALE 
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T he idea of legislation 
to cut the working 
week to 35 hours is 
| clearly anathema to France’s 
employers. As they prepare 
for a conference next Friday 
with the Socialist-led govern- 
ment and trade unions, a 
spokesman for the Patronat 
employers’ group said: “It 
would be bad for- companies, 
for jobs and for the country. 

“We need flexibility, not 
some Jacobin approach with 
everything decided by a law 
in Paris.” 

The conference, long 
promised by Lionel Jospin, 
the prime minister, has cre- 
ated huge expectations as 
the government, employers 
and unions straggle to 
reduce high unemployment. 

Louis Viannet, head of the 
powerful Communist-linked 
CGT union, warned yester- 
day of “a very serious risk of 
disillusionment" if the talks 
failed to reach firm conclu- 
sions. Other union leaders 
have suggested that disap- 
pointment could provoke 
a wave of strikes this 
autumn. 

Some unionists hope to 
use the conference to high- 
light what they see as the 
importance of wage 
increases, notably in the 
minimum wage of FFr39.80 
($6.72) an hour, at a time of 
rising corporate profits. 

Also under consideration 
will be early retirement and 
other measures designed to 
boost Job creation, including 
a target sought by the 
Socialists of 350,000 jobs in 
companies to match an 
equivalent number in the 
public sector. 

But tbe topic dominating 
debate is one of the govern- 
ment’s most controversial 
election pledges: the reduc- 
tion of the working week 
from 39 hours to 35 hours 
without any drop in wages. 

For the government 
elected in June, this will be 
an important political test. It 
will also indicate tbe relative 
strengths of Marline Aubry. 
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employment minister, who 
favours tough legislation, 
and Dominique Strauss- 
Kabn, finance minister, who 
argues for a softer, more 
pragmatic approach. 

In its election manifesto, 
the Socialist party argued 
that a shorter working week 
was a way for individuals to 
benefit from productivity 
increases reaped by compa- 
nies. Combined with tougher 
regulations to clamp down 
on overtime, they hoped the 
result would be new jobs to 
fill the gap. 

Some economists share 
this view. Gilbert Sept at the 
university of Aix-Marseille 
contends that the policy 
could create 1.2m jobs over 
the next six years, with the 
additional social security 
contributions and lower 
unemployment benefits off- 
setting any government sub- 
sidies. “Reduced working 
hours can be effective," he 
said. 

However, the Patronal’s 
spokesman took the opposite 
view. “It would add 11.4 per 
cent to salary costs at a time 
when competition is particu- 
larly fierce. And productiv- 


ity gains would not create 
jobs,” he said. 

Behind the public stances 
adopted by ministers, union 
representatives and the 
Patronat, there have been 
clear signs of a shift towards 
a compromise in the past 
few weeks. Mr Jospin argued 
last month that “35 hours, 
paid 39, would be anti-eco- 
nomic". while maintaining 
there should be no salary 
reductions. 

His comments suggest that 
there will be pressure from 
the government on unions to 
keep wage claims low in 
exchange for agreements on 
reduced working hours. 
There will probably also be 
additional state support in 
the form of tax incentives or 
lower social security charges 
to limit the costs to employ- 
ers. 

Ms Aubry said last week- 
end that nothing would be 
done without “the principal 
actors", suggesting a willing- 
ness to compromise to 
ensure agreement with the 
Patronat That could imply 
the need for flexibility to 
reflect the varied circum- 
stances and abilities of busi- 


nesses to introduce such 
changes. 

Mr Strauss-Kahn has 
hinted that reduced working 
time over a full year may be 
a more desirable outcome 
than a reduction over each 
week. This might give com- 
panies more flexibility to 
cope with peaks and troughs 
in production and demand 
for labour. 

But there is still a French 
cultural belief in legislation. 
“You need laws in France to 
push people to negotiate," 
says Mr Sept, pointing out 
that “nothing happened" 
after the December 1995 jobs 
summit held by Alain Juppe, 
the former centre-right 
prime minister. 

The question is whether a 
law would set a general 
framework for discussions, 
or try to require reduced 
working hours by a certain 
date - without which, the 
unions argue, employers will 
make good any additional 
costs by productivity gains 
rather than "hiring new staff. 

AH eyes will be on Mr Jos- 
pin. who is expected to make 
an announcement on the 
subject on Friday. 


Polish parties set a deadline 


By Christopher Bob inski 
in Warsaw 

Poland’s prospective 
coalition partners, the trade 
union-led Solidarity Elec- 
toral Action (AWS) and tbe 
pro-business Freedom Union 
(UW), have given themselves 
until the end of next week to 
form a new government. 

For Marian Krzaklewski, 
the AWS leader, and 
Balcerowicz, UW leader, the 
aim is to Ond a can dM ate for 
the premiership and a policy 
framework for the new gov- 
ernment. Mr Krzaklewski’s 
group controls 44 per cent of 
parliament’s 460 seats, and 
the UW 13 per cent. 

Mr Balcerowira, the 50- 


year-old author of Poland’s 
post-1989 shock therapy mar- 
ket policies, is fighting to 
put a clear reforming 
imprint on the new adminis- 
tration. He said after the 
first meeting on Monday 
that it had “increased the 
chances of agreement". 

Mr Krzaklewski, a 47-year- 
old computer sciences gradu- 
ate, said the two sides had 
reached a "halfway point" Cn 
tht» talks. 

Both said, however, that 
the hardest negotiations 
were still to come. Mr Krzak- 
lewski has given himself an 
October 17 deadline for tell- 
ing Aleksander Kwas- 
niewski, the Polish presi- 
dent, the name of the 


candidate for prime minis- 
ter. The outgoing govern- 
ment, led by the reformed 
Communists, is expected to 
resign on October 16. 

Mr Krzaklewski, who is a 
prospective challenger for 
the presidency In 2000, has 
refused to be prime minister. 
Tbe UW had suggested he 
should head the government, 
with Mr Balcerowicz as dep- 
uty prime minister responsi- 
ble for the economy. 

The AWS leader contends 
that his efforts will be best 
spent outside the govern- 
ment. keeping the Solidarity 
trade union in line as well as 
the potentially disparate 201- 
Strong AWS caucus of MPS. 

At the same time Mr 


Krzaklewski appears to have 
dropped a plan floated last 
week for the establishment 
of a low-key “non-political" 
administration, which would 
have kept both leaders and 
other experienced politicians 
out of the cabinet. 

The UWs greatest fear is 
that AWS’s syndicalist wing 
win dismantle Poland's tight 
fiscal policies, and that pri- 
vatisation will just be a 
handout of free shares to the 
population at large, leaving 
smokestack industries unre- 
formed. However, the UW 
has accepted it is not likely 
to win control such key eco- 
nomic ministries as finance 
and the treasury, which 
oversees privatisation. 


By John Murrey Brown 
in DtfoSn 

Ray Burke was forced to 
resign as the Irish Republic’s 
foreign minister yesterday, 
bowing under the pressure 
of repeated allegations of 
corruption. 

Mr Burke also announced 
his resignation from his par- 
liamentary seat This leaves 
the minority government of 
the Fianna Fail prime minis- 
ter, Bertie Ahem, facing an 
awkward by-election in the 
constituency, which is at the 
centre of alleged planning 
irregularities involving Mr 
Burke. 

Mr Ahem was last night 
expected to move David And- 
rews from defence to foreign 
affairs, to minimise disrup- 
tion at Northern Ireland 
peace talks, where the for- 
eign minister nominally 
leads the Irish team. News of 
Mr Burke’s demise largely 
overshadowed yesterday’s 
session of the peace talks in 
Belfast. 

Mr Burke’s departure 
appears to have been the 
price for the continued sup- 
port of F ianna Fail’s coali- 
tion partners, the right-of- 
centre Progressive Demo- 
crats. 

The announcement bad 
been largely expected after 
the Progressive Democrat 
leader, Mary Harney, met Mr 
Ahern on Monday. Last 
weekend’s newspapers car- 
ried more stories about Mr 
Burke's alleged role in the 
approval of 11 passports to a 
Saudi businessman in 
exchange for a promised 
I£20m (S29m) investment 

Mr Ahern’s reluctance to 
take action against Mr 
Burke earlier in the face of 
the developing scandal may 
raise questions about his 
judgment particularly since 
he knew the details of the 
allegations when he 
announced bis cabinet in 
July. Opposition politicians 
have already seized on the 
affair to accuse the prime 
minister of indecisiveness. 
Only last week he reluc- 
tantly responded to public 
pressure to investigate land 
deals in North Dublin, where 
Mr Burke admits to receiv- 
ing a political donation of 
1£30,000 from a Dublin 
builder he had never met 

No one is suggesting Mr 
Burke benefited directly 
from the passports scandal 
when he was justice minis- 
ter. But the affair Is a 
remind er of the hold that the 
then prime minister, Charles 
Haughey, had over his min- 
isters. 

In the light, of the much 
larger corruption allegations 
surrounding Mr Haughey, 
John Bruton, leads- of the 
conservative Fine Gael 
party, yesterday called on 
Mr Ahern to come clean on 
his role in Mr Haughey 1 s 
cabinet. 

Fianna Fail Is expected to 
retain the seat in Mr Burke’s 
North Dublin constituency. 
Belfast peace talks. UK 
News 


Sidanco. tbe Russian o3 company controlled by the 
Oneximbank group, has dropped its ownership claims to 
Rosneft’s main production subsidiary, clearing the way 
for the privatisation of the last big state-owned oil 
company. 

Privatisation officials said Rosneft’s undisputed 
ownership of the Purneftegaz subsidiary should 
significantly increase the value of the privatisation sale, 
which is planned to occur within the next six months. 
Purneftegaz is Rosneft's biggest subsidiary, producing 
more than 8m tonnes of crude oil a year: 

Oneximbank hag already expressed an interest in 
acquiring the whole of Rosneft, but it may face fierce 
competition from other Russian financial industrial 
groups and foreign investors. ... 

. On exim bank’s chanras of raising the necessary finance 
were increased when Boris Jordan, the American chief 
executive of the affiliated MFK-Renaissance investment 
bank, received a visa to return to Russia. Last Friday Mr 
Jordan was stripped of his multiple-entry visa, while 
leaving Moscow for London. John Thornhill, Moscow 

■ AEROSPATIALE 

' l 

Plea for equity increase 

Yves Michot, chairman of Aerospatiale, yesterday pleaded 
for an increase in the French aircraft, space and defence 
group’s equity and said an opening up of the company's 
capital might be a solution. 

He told LTfumanitA, the Communist newspaper, that it 
would be desirable far Aerospatiale to increase its equity. - 
“Even if it is capable of achieving positive financial 
results, its capital is in my opinion completely inadequate 
to face up to eventual big investments." J 

His comments appeared to suggest that the sale of a 
minority of the group’s capital remained a possibility. In 
spite of the Socialist-led government’s stated intentions to 
keep it in the public sector. 

Mr Michot also added to growing doubts over the 
long-awaited merger between Aerospatiale and Dassault, - 
the country’s other aircraft manufacturer, suggesting it 
was not a priority for the government He argued, i 
however, that the move remained vital to strengthen 1 
“France's team”. David Owen, Paris 

M BUDGET APPROVED 

Belgium within Emu target 

Bel giu m’s centre-left government has approved next • 
year's budget which aims to cut the deficit to 2^ per cent: 
of gross domestic product, comfortably within the 3 per 
cent target for countries wishing to participate in the 
European single currency. 

The budget - which did not raise taxes - focused on the 
need to cut Belgium’s high jobless rate by reducing ’ 
employers’ social security contributions by BFrSbn 

from next year. Funds have also been allocated to 
the justice department, which has been under fire - 

following bunded efforts last year to solve a series of 
child sex. abuse and murder scandals. Its budget will 
increase by BFrfibn over three years, to fond legal 
reforms. Jean-Lac Dehaene, prime minister, «3y> 
announced far-reaching changes to the organisation off - . 
Belgium's police forces. Emma Tucker. Brussels 

■ SPANISH POLITICS . 7 v 

Former PM quits race 

Felipe G onz a le z, Spain’s former Socialist prime minister 
has announced he win not be a candidate fra- prime . 
minister to the next general elections. Once Spain’s most 
popular politician, Mr Gonzalez was prime minister from . 
1382 until 1996. when he was replaced by Jos6 Afarla 
Aznar of the centre-right Popular party, which rules in d : 
minority gove rnm ent. 

General elections are not due to be held ™t»ki 2066, - 

although Mr Aznar may call them earlier. MrGonzfiiez is 

still expected to run for re-election as a parliamentary 
de P ut ?- AP, Madrid 

M BULGARIAN PRIVATISATION 

Foreign firm to speed sales 


Bulgaria plans to speed up privatisation by using foreign . ^ 
consultants to handle more than 80 per cent of sell-oft r - 
deals. Alexander Bozhkov, deputy prime mmister.Wd- 
yesterday that under the new scheme more than stf per."- ^ 
<»ni of the privatisation deals would be concluded : 
flirongii a foreign consultant firm, whfle the country's 7 - : 
Privatisation. Agency would have mainly co-ordinating • r -‘ 
and controlling functions. ' Reuters. 
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S ocial Democrati c government aims td spike opposition party’s election 

Sweden may axe wealth 
tax in sweeping reform 


guns 


By Tim Burt in Stockholm 

The Swedish government is 
considering a., wide-ranging tax 
reform programme that could 
involve abolition of the country’s 
wealth tax,. and tax cuts for low- 
and middle-income earners. 

Erik Asbrink, finance minister, 
has begun discussing ' proposals 
with cabinet colleagues. If 
accepted, they would represent the 
first significant tax-cutting mea- 
sures by the left-of-centre Social 
Democratic government since 
1991. 

The move signals an attempt by 
the SDP to wrest the initiative 
from the opposition Moderate 
party, which is planning to make 
tax reform a central plank of its 
campaign in the run-up to next 
year’s general election. 

Earlier this week, Carl Bildt. 
Moderate party leader, vowed to 
cut taxes by SKrl7lbn ($22L8bn) 
over three years if he won the elec- 
tion, due next September. 

Mr Asbrink, architect of the 1991 


. reforms which cut Sweden's 
income tax levels, warned the Mod- 
erate party proposals were 
uncosted and risked destabilising 
Sweden's public finances. 

But he said the present strength 
of the Swedish economy could 
enable the SDP to reduce taxes for 
low- and middle-income earners in 
the TnwdwTm term. 

He hinted, moreover, that the 
government might abandon the 1.5 
per cent wealth tax levied on the 
assets of high-income earners. 

The government has already 
announced a limited reform of the 
wealth tax levied on shareholdings, 
which was widely blamed for 
prompting an exodus of A-listed 
companies to the unlisted O-list 
this summer. 

“It win be difficult to maintain 
the wealth tax as it is today,” said 
Mr Asbrink. "It would be wise to 
have a rather broader review, not 
just re-examining wealth tax but 
income taxes as a whole. Discus- 
sions are under way." 

He was speaking ahead of 


today’s first parliamentary con- 
frontation between Mr Bildt and 
GO ran Persson, prime minister, 
since Mr Bildt returned from his 
role as international peace envoy 
in Bosnia earlier this year. 

The finance minister claimed his 
tax reform plan did not clash with 
the policy adopted at the SDP con- 
gress last month, when Mr Persson 
told party activists that tax cuts 
would receive low priority during 
the election campaign. 

Reforms would be considered 
only after the election, according to 
Mr Asbrink. 

He said prospects for tax cuts 
had been helped by last month's 
budget, which he described as 
"containing Europe's tightest fiscal 
policy". 

Although the SDP congress 
approved spending measures to 
ease unemployment and release 
additional grants to local authori- 
ties, Mr Asbrink emphasised they 
would not breach Sweden's previ- 
ously announced SKr720bn spend- 
ing ceiling. 



Commercial 
TV on air 
in Hungary 


Erik Asbrink: economy conld withstand tax cuts 


Brussels job creation targets worry minis ters 


By Michael Smith 
in Luxembourg 

European employment and 
social affairs ministers 
expressed reservations yes- 
terday about setting job cre- 
ation targets as part of a 
European Union drive to cut 
unemployment 
Although they gave a gen- 
erally warm welcome to 
European Commission pro- 
posals which axe to be put to 


a jobs summit next month, 
several ministers outlined 
concerns about the targets 
suggested by the Commis- 
sion. 

Brussels has put forward a 
series of proposals which it 
says could lead to 12m new 
jobs in five years and a cut 
in the EU-wide unemploy- 
ment rate from 10.6 per cent 
of the workforce to 7 per 
ceil 

France, Germany and the 


UK are all keen to see that 
these numbers are not 
adopted as inflexible targets, 
and they do not want the 
summit to be dominated by 
discussion of tham. Denmark 
and Belgium are among 
other countries with reserva- 
tions about targets. 

Speaking after a meeting 
in Luxembourg, Andrew 
Smith, UK junior minister 
far employment and disabil- 
ity rights, said there had 


Denmark fixes date for 
EU treaty referendum 


By Hilary Bames 
hi Copenhagen 

Danes jgo to the polls on 
May 28 next year to vote in 
a referendum on the Euro- 
pean Union's Amsterdam, 
treaty. The date' was 
announced yesterday by 
POnl ttyrap -BasmoSsen, 
prime minister, in' his 
address at the opening of 
the new. session of. parlia- 
ment. He also announced 
measures to curb the growth 
of private consumption. 

These include an extra 
allocation by all wage earn- 
ers of 1 per cent of income 
to the National Pension 
Fund in 1998. ISie payment 
will be ' deductible for 
income tax purposes. 


If the m inori ty centre-left 
government is unable to 
obtain support from the 
main centre-right-parties for 
the proposed economic mea- 
sures, it is expected in call a 
winter election. 

Recent opinion polls sug- 
gest a majority' of Danes . 
support- ihe* -Amateriafn - 
treaty, although' 'about 30 
per emit have yet to make . 
up their minds. 

Denmark caused conster- 
nation in Europe'to 1992 
when it rejected the Maas- 
tricht treaty in ■» jeferen- 
dum. But the foDowing year 
it endorsed the treaty : in a 
second referendum after the 
government won several 
unilateral opt-outsi includ- 
ing an opt-out from Euro- 



All Futures, Options 
& Margined Forex 

Contact: James Alhui 
TfcfcOnt 337 39W 
fax: 0171 3373977 
Web She tapaihwg.fm.cauk 


I s 


ED&.F MAN DIRECT 


TO PH1MSI mVESTOBS. 


Market- Eye 


!(.\ ' f LVt 


0800 321321 

'Aw-market-e. e.cc-.uK 


TENFORE 

For more info and FR£E ck.*nv> diK cdi. 

+44 (0)171 405 1004 


ha** - VI5pn. Araxrfiepmd -Mm 48 In. 

i far currenl Bftewc Ma wrt Qwd 4 P°e* 

fcr Mn 0,7, ' 55 °^ ““ 


. Few m. 
Great Spread 
offsets 


Petroleum Argus Et 


Petroleum Argus 


iakfcstts 


pean economic and mone- 
tary ntiimt- 

Mr Rasmussen warned 
yesterday that the country 
would “be placed on the 
sidelines" if the Amsterdam 
treaty was rejected. 

Hie special pension fund 
..allocation next year will add 
-DKr4hn ($600m) to savings, 
knocking about 0.7 per cent 
. off private consumption. A 
second measure will 
increase the stamp tax on 
supplementary mortgage 
loans (which raise cash for 
private expenditure). 

The government predicted 
in August that private con- 
sumption would rise 23 per 
cent next year, with gross 
domestic product climbing 
8JL per cent. 
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been a move away from 
"arbitrary EU-wide numeri- 
cal targets and a shift in 
thinking towards measures 
which could create the jobs". 

The Commission has 
suggested various measures 
including reducing taxes on 
labour, improving labour 
market flexibility and boost- 
ing training. Mr Smith said 
targets could be seen as dis- 
connected from economic 
realities. 


Marline Aubry, France's 
employment minister, also 
suggested tbe summit 
should concentrate on get- 
ting unemployed people 
back in jobs or training 
within a year, and young 
people within six months. 

Jean-Claude Juncker, 
prime minister of Luxem- 
bourg, whose country is the 
current holder of the rota- 
ting EU presidency, said the 
main focus should be on the 


guidelines by which the EU 
hoped to achieve job cre- 
ation. 

Supporters of targets 
include Spain and Sweden. 
The sceptics' guarded lan- 
guage suggest the targets 
may remain in place after 
.the end of the summit. Few 
countries are likely to want 
to champion a campaign to 
get rid of the targets, since 
this could lead to charges 
the jobs drive lacks teeth. 


By Anatol Lioven 
in Budapest 

Hungary launched its first 
commercial television chan- 
nels this week, only three 
months after International 
consortia won the bidding 
process but several years 
after the sector opened up in 
the rest of central Europe. 

The time lag reflects a 
struggle for the proceeds of 
Hungary’s lucrative and fast- 
growing television advertis- 
ing sector. This was 
reflected in the Fti2bn 
($61. 5m) and Ftl2.5bn bids 
for the two channels, the 
highest in eastern Europe to 
date. 

The MTM channel was 
won by the MTM-SES con- 
sortium, including MTM 
Communications. Telemfin- 
chen and Scandinavian 
Broadcasting System, which 
is 22.8 per cent owned by 
Walt Disney. 

The second winning bid 
was from Magyar RTL, a 
consortium of Luxembourg- 
based CLT-UFA. Raiffeisen 
Unicbank, the Hungarian 
telephone company, Matav, 
and Pearson, which owns 
the Financial Times. Their 
station, named RTL-Klub, 
has taken over the forma: 
Soviet military channel. 

The two consortia beat 
bids from Central European 
Media Enterprises. CEME, 
which already controls sev- 
eral stations in the region, 
alleged irregularities in the 
state's awarding of the con- 
tracts. It has since bought a 
majority stake in TV3, a 


small .Hungarian cable 
broadcaster. 

Under the terms of the 
bids tbe winners had to go 

on air by this week, and 

have had little time to pre- 
pare. Blaming technical 
problems. RTL will not begin 
its regular progr ammin g 
until October 27. Until then 
it Will rely mainl y on films. 

A spokesman for ORTT, 
the national TV and radio 
authority, said the decision 
on the bids “was made on 
the basis of how the success- 
ful candidates can serve uni- 
versal and Hungarian val- 
ues”. 

What thin means in prac- 
tice is unclear. Some ana- 
lysts say MTM will aim more 
at family audiences and RTL 
at youth. Both channels will 
compete with the two chan- 
nels of MTV, tbe existing 
state broadcasting network. 

Until now MTV has con- 
trolled about 90 per cent of 
Hungarian TV advertising. 
Spending on TV advertising 
doubled in 1996 to $188m, 
and is expected to increase 
at a slower but still impres- 
sive rate for the next few 
years. 

At around 9m people, the 
Hungarian audience is 
smaller than that In Poland 
and the Czech Republic, but 
Hungarian advertising 
expenditure is the highest 
per capita in the region. 

Hungarian TV executives 
admit four terrestrial chan- 
nels are a considerable num- 
ber for the relatively s mall 
country, and that competi- 
tion will be fierce. 
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NEWS: ASIA-PACIFIC 


Yields fall after fresh Tokyo 
admissions on growth target 

Government 
bonds set 
new records 


By Owen Robinson in Tokyo 

Japanese government bonds 
set new records in Tokyo 
yesterday, as the yield on 
the benchmark 10-year bond 
fell to 1.710 per cent. 

This followed fresh admis- 
sions by government offi- 
cials that the country was 
unlikely to meet its official 
economic growth target of 
1.9 per cent in the fiscal year 
ending March. The bond 
market received a further 
boost from afternoon com- 
ments by Hiroshi Mitsuzuka, 
finance minister, that eco- 
nomic stimulus measures 
under consideration were 
likely to focus on tax cuts 
and property tax reform, 
rather than a substantial 
injection of public funds. 

The record-breaking per- 
formance of Japanese gov- 
ernment bonds (JGBs.) in 
recent weeks highlights 
increasingly divei^ent views 
between economists on the 
direction of the economy. 

Richard Werner, at Jar- 
dine Fleming Securities, has 
predicted a rapid recovery of 
the economy wi thin the cur- 
rent fiscal year and an 
accompanying bond crash 
“of US proportions", with 
yields surging to as much as 
4 per cent. 

However, amid the stream 
of gloomy economic data 
such as the most recent Tan- 
kan quarterly survey on 
business conditions, the con- 
sensus view is swinging 
behind the bond bulls. 

William Campbell, fixed 
income strategist at JP Mor- 
gan in Tokyo, said: “If the 
situation worsens, people 
will definitely keep buying 
JGBs, and the situation is 
definitely deteriorating.” 

Mr Campbell, who pre- 
dicted earlier in the year 
that JGB yields would reach 
1.5 per cent within the year, 
said several factors would 


continue driving JGBs. 

First, any attempt by the 
government to stimulate the 
economy was unlikely to 
have substantial impact. 

"Japan's surging deficit 
and ageing demographics 
threaten the long-term via- 
bility of the ecooomy, ... we 
see no chance of deficit-fi- 
nanced fiscal stimulus and 
at best, any stimulus mea- 
sures will be revenue-neu- 
tral.** 

Second, the growing 
stream of large-scale corpo- 
rate failures, under the gov- 
ernment’s “big bang” finan- 
cial reforms and the new 
willingness of banks to pull 
the plug on troubled credi- 
tors, would buoy JGBs. 

In addition, there was 
what Mr Campbell termed as 
new “crisis" sectors, 
such as medium and small 
brokers, struggling under 
increasingly fierce competi- 
tion, and retailers, who were 
hard hit by tbe impact of the 
April 1 sales tax increase. 

The poor performance of 
the stock market is also fuel- 
ling interest in JGBs. As of 
September 30, the average of 
the Tokyo Stock Exchange 
main section had fallen to 
just l per cent above its post- 
bubble era low of June 1995. 
when the Nikkei 235 average 
was at 14.500. 

Recent poor economic data 
had reinforced prospects 
that many companies would 
lower gaming* forecasts for 
the business year to March 
and a worsening of stock 
market conditions would 
undoubtedly benefit JGBs. 
Mr Campbell added. Sepa- 
rately. European brokers 
yesterday confirmed reports 
that the Bank of Japan had 
last week signalled its readi- 
ness to intervene in the JGB 
market to avert a possible 
liquidity squeeze. 

See International Capital 
Markets 


Manila court under fire over oil prices 


By Justin Marctzzi in Mania 

The Philippine Supreme Court 
came under fresh attack yesterday 
after intervening to prevent oil 
companies raising prices to com- 
pensate for a weaker peso. 

Tbe court's 30-day temporary 
restraining order prohibiting any 
new price increases was quickly 
condemned by executives In the 
big three oil companies of Petron, 
SheD and Caltex and the Federa- 
tion of Philippine Industries. 

“What have we done wrong?" 
said Oscar Reyes, president of 
Shell. "We're just attempting to 


price our products to reflect new 
realities. I think we have to recog- 
nise that present price levels are 
based on an exchange rate of 31.6 
pesos to the dollar." 

Domestic oil prices have risen by 
about 8 per cent compared with the 
peso’s depreciation of 36 per cent 
since the currency crisis took hold 
in July. Under continued pressure 
yesterday, the peso touched 
another record low of 35.9 pesos to 
the dollar. At this rate, said Mr 
Reyes, the group was losing 12m 
pesos ($334,000) a day. Shell would 
be seeking an urgent motion for 
reconsideration. 


The domestic oil sector was 
deregulated in February, but com- 
panies have come niider heavy gov- 
ernment pressure not to raise 
prices In the wake of the assault on 
the peso. “In effect the Supreme 
Court has acted as a regulator and 
put us in a worse position than 
when we were regulated," said one 
senior oil executive. 

News of the intervention came as 
transport workers In militant trade 
anions staged a strike which crip- 
pled travel in eight Philippine 
cities. Workers called for a reversal 
of oil price increases and a legis- 
lated wage increase. Economists 


warned of the danger of caving in 
to populist pressures in the run-up 
to presidential elections next May. 

The Supreme Court’s interven- 
tion is the latest such move. Ear- 
lier this year the Supreme Court 
overturned a government contract 
to privatise the Manila Hotel- The 
court subsequently cancelled the 
award erf the contract to a foreign- 
led consortium on grounds of 
“national patrimony-, and awarded 
it to a local group that barf bid 'less. 
Many observers believe its, powers 
should be trimmed through consti- 
tutional amendments. 

“It's just a shame the Supreme 


Court cant leave things like prices 
to the market," said a western dip- 
lomat “The more it interferes in 
the market, the lass the interna- 
tional community will think the 
Philippines is a sensible place in 
which to do business.” 

In a related development. Heher- 
son Alvarez, a senator, and Ekely 
presidential contender,: yesterday 
Sled a charge of criminal com- 
plaint against Petron, Shell. and' 
Caltex. for allegedly breaking a law 
ag ains t cartels, and warned the . 
groups' nfrief executives could face 
three years' imprisonment if found 
guilty. 


Malaysian banking faces pain, not failure 

Banks and finance companies may be forced to consolidate or perish. James Kynge reports 


E choes of Thailand are 
starting to resound 
through Malaysia's 
financial community. 

Late last month. Malay- 
sia's largest finance com- 
pany suffered a two-day run 
by depositors. Company 
managers are debating 
which banks may be too 
risky for their savings. Ner- 
vous backs and finance 
houses are locked in the 
early stages of a bidding war 
in which depositors are 
being wooed with offers of 
successively higher interest 
rates. 

These tell-tale signs of 
depositors' unease also pres- 
aged Thailand's banking cri- 
sis and led ultimately to the 
suspension of 58 of the coun- 
try's 91 finance companies. 

In spite of the similarities, 
bankers and banking ana- 
lysts in Kuala Lumpur do 
not foretell a crisis of Thai 
proportions. But there is 
likely to be an acutely pain- 
ful couple of years during 
which loan losses spiral 
upward and some weak 
banks and finance compa- 
nies are forced to seek merg- 
ers with stronger counter- 
parts, analysts say. 

“Potentially large loan 
losses in the financial sector 
would weaken... the econo- 
my's medium-term growth 
prospects,” said Standard & 
Poor’s, the international 
credit rating agency, in a 
recent report 

Unlike Thailand, Malay- 
sia's problem is cot that its 
companies have borrowed 


Maiairsfias Sn line for banking sector shake-out 
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heavily abroad. Net external 
debt, including that of the 
private sector, amounts to a 
prudent 10 per cent of 
exports. Kuala Lumpur's 
weakness is that Its financial 
sector has lent massively to 
local companies, many of 
which are expected to face 
cash flow problems as the 
wider economy slows late 
this year and next. 


Total credit is set to climb 
to 170 per cent of gross 
domestic product by the end 
of this year which, by a sig- 
nificant margin, would rep- 
resent the highest level of 
domestic indebtedness in 
any south-east Asian “tiger- 
economy. 

Simon Maughan. head of 
research at brokers WJ. Carr 
in Kuala Lumpur, believes 


Maiayafa - 
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that bad debt pressures will 
combine with the central 
bank's policy of promoting 
financial sector mergers to 
usher In a phase of consoli- 
dation. 

“There is a general feeling 
that 40 finance companies is 
about twice as many as you 
need. The feeling is that you 
will see half this number by 
2000.” Mr Maughan said. 
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Launch of exchange will mark 
milestone for country's markets 


TIME catches 
up with Taiwan 
futures dealers 


By Laura Tyson in Taipei 

TIME is catching up with 
Taiwan's illicit futures 
industry, a free-wheeling 
activity which once thrived 
after dark. The soon-to-be-in- 
augurated Taiwan Interna- 
tional Mercantile Exchange 
(TIME) will, possibly within 
a month, open its doors and 
bring into the light an activ- 
ity until now shrouded in 
darkness. 

When the government 
finally launches the coun- 
try's first official futures 
exchange, it will be a mile- 
stone in the evolution of 
Taiwan’s financial markets. 

Last-minute technical 
delays may delay the open- 
ing but, when the exchange 
does open, there will be only 
one product: Taiwan stock 
index futures, followed. later 
by a variety of financial and 
commodity-based products. 

“This wiU provide local 
companies with an efficient 
way to hedge their risks and 
help create an integrated 
financial market," said Rich- 
ard Chen, president of TIME. 

Lin Hsiao-da, formerly 
chairman of the Taiwan 
Stock Exchange (TSE), was 
elected last month to head 
the new exchange. He will 
take charge of a 15-member 
board of directors and an 
estimated 150 staff. Daily 
trading hours will follow 
those of the Taiwan Stock 
Exchange tTSE) but will 
close 15 minutes later, to 
meet the needs of hedgers. 

Taiwan authorities 
attracted controversy earlier 
this year when they tried to 
stop international futures 
exchanges, including the 
Chicago Board of Trade and 
the Singapore Mercantile 
Exchange, launching their 
own Taiwan-based products 
before Taiwan had set up its 
own exchange. 

Regulators had feared off- 
shore-traded products would 
increase volatility on 
Taiwan's stock market and 
take business from the 
island's planned exchange. 

The saga of futures trad- 




ing in Taiwan begun in the 
late 1980s when underground 
futures brokerages prolifer- 
ated. The government 
cracked down in the early 
1990s, shutting futures trad- 
ing until 1994 when broker- 
ages licensed to trade certain 
overseas -listed futures on 
behalf of Taiwan clients 
were allowed to set up shop. 

In March 1997, the 
national legislature passed 
the futures trading law, pav- 
ing the way for a long- 
awaited domestic futures 
exchange. The organisa- 
tional structure and rules 
were decided after consulta- 
tion with several interna- 
tional exchanges, said Mr 
Chen, who describes the 
framework as “similar to the 
TSE. but closer to the US 
model in structure". 

The exchange is set up as 
a company with TS2bn 
(US$70m) paid-in capital. A 
25 per cent stake is allotted 
to each of four sectors: 
futures, securities, banking 
and related agencies includ- 
ing the TSE and the Taiwan 
Securities Central Deposi- 
tory, a clearing house. 
Shareholders number 213, of 
which about five are foreign, 
the biggest being the TSE 
with a 5 per cent stake, the 
maximum allowed by law. 

There is no membership 
system as such allowing the 
trading of seats, but rather a 
system based an contractual 
agreements between the 
exchange and institutions 
seeking to trading tbere. 
Some 200 “members" are 
expected and initially, no 
limit will be imposed on the 
number who may join, Mr 
Chen said. 

Securities companies may 
apply to join the exchange, 
regulated by the Securities 
and Futures Commission 
(SFC). but unlike specialised 
futures brokerages their 
trading scope is restricted to 
domestic stock Index 
futures. Clearing members 
must have minrmimi paid-in 
capital of TS200m (US|7m) 
plus an additional TJ50m in 
escrow. 


Finance companies are 
regarded as the most vulner- 
able part of the banking dec- 
tor. Typically, they borrow 
at higher rates than banks 
and lend to riskier projects. 
They are deemed to have 
suffered badly from lending 
for share purchases in a 
stock market which has lost 
more than one-third of its 
value this year. 

In addition, finance com- 
panies are exposed to debts 
In a property sector which 
next year will be hit by seri- 
ous glut. MBf Finance, tbe 
company bit by a run on 
deposits last month, has 29 
per cent of its oatsta n ding 
loans to the property sector, 
according to executives. * 

But even as the weight of 
bad debts grows heavier, 
finance companies will be 
made to -leap successively 
higher regulatory hurdles 
imposed by the central bank, 
Bank Negara. The hank has 
decreed that, only those 
finance houses with share- 
holders funds in excess of 
M$60Qm (US$1 78m) on Janu- 
ary 1999 will be allowed to 
tap the crucial interbank 
market for funds. .By this 
reckoning, only a handful of 
finance companies are tipped 
to survive beyond 1999. 

The situation is similar in 
the crowded banking sector, 
in which 37 commercial 
banks serve a population of 
just 20m. Many “tier two- 
banks - those with share- 
holders funds of less than 
M$500m - have been lending 
furiously over the past two 


years hi an effort to join the 
ranks of the II “tie* one- 
banks. 

But the quality of this 
lurnrfiTig is dubious and when 
debtors start to default on 
loan servicing, the; tier two 
banka are expected to be hit 
hardest The tenth is that air 
; soon as depositors get wind 
of a bank m trouble, they 
will rush to reclaim their 
savings. 

“In two or three years’ ‘ 
time, there will, probably be 
fewer than 10 banking and 
finance groups in Malaysia,” 
said one banker.“Tfae merg- 
ers will create large financial 
groups' but they will not be 
so active fbr . a few years 
because they will have .to 
absorb a lot erf bad, debts." . 

A nalysts said non-per- 
forming loans, those 
on which interest is 
no longer being paid, may 
already amount to about 7-8 
per cent, up from 3.9 per 
cent at the end of last year. . 
Most analysts assume that 
the largest groups, such as 
Maybani, the. RHB group, - 
anti Public Rank will survive- - 
the consolidation. 

- - The chances of a systemic 
banking feihjre, such as is 
unfolding in Thailand, are. 
considered remote. Malay- 
sian banks have Tong been 
profitable and their capital 
adequacy ratios stand at 
about io per cent - higher 
than the 8 per cent pre- 
scribed . by the Bank for 
International Settlements in 
Switzerland. 


-NEVUS DIGEST jv • 

Indian growth 
‘below target’ 

India's economy will undershoot government targets of 
6.8 per cent growth In gross domestic product this fiscal * 
year, with a 5.5 per output cent rise more likely, accord- ' 
ing to tire Centre for Monitoring the Indian Economy : 
(CM®), an independent research company. The CMEE’s 
pessimism for the year to March is based partlyon the 
absence of a broad-based industrial recovery after more 
than a year's slowdown. Its forecast tallies with those of 
many private sector economists and of the National Coun- 
cil of Applied Economic Research, another autonomous 
agency, which recently cut its growth projection to 6 per 
cent from 6.6 per cent. - r ; 

Though CMIE economists reported “firmer signs of 
recovery- in some industrial sectors, fnel mftng textiles, 
fertilisers and power generation, they said the recovery 
remained patchy. 

It also suggested that higher than budgeted official 
spending and large transfers from Delhi to the state 
would lead to a “much higher" fiscal deficit for 1997-98 
than the target of 4.5 per cent of GDP.- 

The government has admitted that tax receipts, notably 
from indirect taxes, have been sluggish in the first h al f 
and officials have suggested there would be some slippage 
on the deficit Mark Nicholson, New Delhi 

■ RESTRUCTURING CHINA 


Industrial mergers announced 

China yesterday announced a series of mergers in the V 
state steel and industrial sectors, a signal to Other govern- 
ment comp anies to press ahead with rationalisation. ... 
Restructuring of regional state-owned enterprises follows 
President Jiang Zemin's pledge last month, to accelerate : 

reform erf loss-making state industries. 

The People's Daily, the official Communist" party news- 
paper, reported that in Fujian province on China’s south- 
east coast 12 profitable companies in the machinery, light 
industr y, che mical, pharmaceutical, motor and plastics : : 
sectors were merging with 38 other state companies. The 
mergers involve assets of Yn2.79bn ($337m) and about 
18,600 workers, but the article gave no details of redun- 
dancies associated with, the reorganisation- • 

The newspaper also reported that Hubei Yegang Group, 

a bearings maker in central China, would merge with the 
Hu angs hi Number 2 Steel Group and was looking to take 
over three other medium-sized and small state-owned 
enterprises. James Banting, Beijing 

MONGOLIAN PACKAGE 


Donors pledge $250m in aid 

Donor countries and international organisations pledged 
*250m in a fresh aid package for Mongolia yesterday, gtv-- 
ing a strong message of support for its market-economy 
reforms. The figure was S40m more than the mrnimmn 
sought by the World Bank and Japan, co-chairs of. a one- - 
day meeting of the Mongolia Assistance-Group, the World 
Bank’s Ngozi Okonjo-Iweala said. 

The group comprises 20 states, inr.hirting the US, Rus- 
sia, China and South Korea, as well as six international -.. 
organisations, such a^ the International Monetary Fund, 
the European Union and the Asian Development Rank - r 
Japan pledged $6Qm of the total. "This aid package shows 
a strong support for the Mongolian government’s pro- 
grMnme particularly its efforts to stabilise the economy,** 
smd Mr Okonjo-Iweala. The package for 199&wasaIso- 
above the $2i2m for 1997. 

Mongolia’s finance minister, Punisag Tsagaah, said the' 
economy was showing positive signs In spite of a dip in. - ' 
world prices for copper and cashmere. Reuters, Tokyo 
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Hiis morning, a $44 billion company takes its place on the New York Stock 
Exchange. Based in Germany, VEBA is a world-class player on a world- 
class stage. 

You may not know us now, but you will. We manage a group active in the 
fields of electricity, chemicals, oil, trading, transportation, services and 
telecommunications, concentrating on markets in which we are now, or 
have the potential to become, the #1 or #2 company. 


Our V stands for value. Believing that short-term gains must lead to long- 
term growth, we focus on maximizing shareholder value— tripling our 
share price over the last five years. 

Maybe it’s time you learned more about VEBA. For further information, you 
can reach us at VEBA AG, Corporate Communications, Bennigsenplatz I, 
D-40474 Diisseldorf, Germany. Telephone: ++49 (211) 4579-600, Fax: ++49 
(211) 4579-532, Internet: http://listing.veba.com 
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NEWS: WORLD TRADE 


Eximbank wins 
House backing 


By Heather Bourbeau 
in Washington 

The US House of 
Representatives has voted to 
extend the charter of the 
Export-Import Bank. House 
members praised the vital 
role the bank plays in pro- 
viding credit and loan guar- 
antees for US business 
investing abroad. “We must 
not unilaterally disarm our- 
selves in this important 
global economy." said Doug 
Bereuter, a Republican fr om 
Nebraska. 

However, the fate of Exim- 
bank is not totally secure as 
the Senate still has to vote 
on foreign operations appro- 
priations for the 1998 fiscal 
year. The future of the Over- 
seas Private Investment Cor- 
poration is also in the bal- 
ance as its reauthorisation 
and budget allocations 
remain to be decided. 

Budget pressures and lead- 
ership issues at the Export 
Import B ank and the Over- 
seas Private Investment Cor- 
poration have led to crisis- 
level budget reductions. The 


Clinton administration 
granted a temporary exten- 
sion of the agencies* 
operations until October 23. 

In the budgetary alloca- 
tions, Eximbank is likely to 
be bit harder than the metre 
autonomous Opic. Although 
Exim bank's charter renewal 
is expected to P3ss the Sen- 
ate, its budget will be signifi- 
cantly reduced. The adminis- 
tration had earmarked 
$632m, a $94m reduction 
from last year's budget 

Ed Rice of the Coalition 
for Employment through 
Exports believes the expec- 
ted budget constraints will 
force TforimYuvnk into a bud- 
get crisis as early as Febru- 
ary next year. Business 
coalitions are recommending 
that the Clinton administra- 
tion transfer funds from 
‘ other federal budgets so that 
Eximbank can meet its com- 
mitments in certain mar- 
kets. including Russia. 

David Carter at Eximbank 
contends that small and 
medium-sized businesses 
will not be hit by the antici- 
pated budget difficulties, but 


the hank has discussed limit- 
ing its involvement in risk- 
ier markets- An integral part 
of Exiznbank’s charter calls 
for the financing of projects 
in markets that private 
banks might avoid, but 
which offer opportunities for 
US exports. Opic, on the 
other hand, is self-sufficient 
Its budget comes from the 
fees US companies pay to the 
corporation, not from the 
congressional appropriations 
budget. 

Any direct appropriations 
from Congress for Opic's 
administrative costs are 
repaid by the agency before 
the end of a fiscal year. Opic 
has requested $32m for 1988 
for administrative 
operations, as well as budget 
authority to access the agen- 
cy's reserves in the Trea- 
sury. In 1996, Opic earned 
8210 m above operating costs. 
For 1998, Opic is asking to 
retrieve $60m of those 
reserves. Without this 
authority, the corporation, 
“will be squeezed, but not to 
the point of denying insur- 
ance," according to Mr Rice. 


£3.5bn in defence offset 
deals on show in UK 


By Alexander NicoD, 

Defence Correspondent 

Executives from SO inter- 
national defence companies 
today meet several hundred 
British suppliers for an 
unusual conference designed 
to help the foreign contrac- 
tors meet their £3.5bn 
(S5.7bn) obligation to place 
“offset’’ orders in the UK. 

The event at Llandudno, 
Wales, called Offset UK, is 
almost certainly the biggest 
of its kind. It is being staged 
jointly by the Welsh Devel- 
opment Agency, the Defence 
Manufacturers Association 
and the British Defence 
Manufacturers Offset Group. 

Britain, like many coun- 
tries. requires that, if the 
government places defence 


procurement orders abroad, 
such as for Apache helicop- 
ters or C130J military trans- 
port aircraft, the foreign con- 
tractors agree to place 
orders for the same value 
with UK companies. 

While the UK does not 
enshrine offset obligations in 
legal agreements with pen- 
alty clauses, as some coun- 
tries do. officials say that 
foreign contractors, which 
are mainl y Ame rican, takp 
the requirements seriously 
and have generally fulfilled 

thorn 

“Offshore companies 
appreciate that tt is in their 
interest if they want Britain 
to continue with open pro- 
curement policies," said an 
official of the Defence Export 
Services Organisation 


(Deso), a Ministry of Defence 
body which monitors compli- 
ance. 

The current £A5bn out- 
standing obligations are 
expected to be fulfilled over 
the next 10 to 12 years, with 
£300m of business placed 
over the past year. The 19 
procurement programmes 
with outstanding obligations 
had total offset requirements 
of £4.8bn. meaning that 
£1.3bn of orders have already 
been placed under them. 

Within the total outstand- 
ing. £700m is to be fulfilled 
with orders directly related 
to the relevant defence con- 
tract, and £2-8bn can be met 
by a range of British compa- 
nies, though much of the 
business will be defence or 
electronics-related. 



Currency pains fail to dim 

of gains by project investors 

Asean turmoil may eventually benefit infiSsthic^ 


T hailand last week can- 
celled a $3 bn mass 
transit contract; 
Indonesia put a long list of 
power plants on hold; and 
Malaysia delayed the Bakun 

flam. 

Across south-east Asia the 
brakes are being applied to 
infrastructure projects as 
currency turmoil, - slowing 
growth and fiscal con- 
straints take hold. “There is 
going to be a downturn in 
demand in many Of thee 
countries,” said Philip 
Grotty, head of Asian project 
and export finance at Deut- 
sche Morgan GrenfelL 
For foreign infrastructure 
companies seeking growth 
outside their stagnant 
domestic markets, such con- 
cerns may tamiah the eldor- 
ado of south-east Asia. 

But there may be some 
consolation. Economic pres- 
sures on regional govern- 
ments could stimulate 
reforms in contract proce- 
dures and financial markets, 
providing long-term benefits 
from a short-term shock. 

For the moment attention 
is focused on the casualties, 
such as Hopewell Holdings’ 
Bangkok mass transit con- 
tract. With a cooling off 
period, the announcement 
may not end the scheme or 
even finish the participation 
of the Hong Kong company. 
But it does underline com- 
mon problems of currency 
devaluations and slowing 
growth across the region 
since July when Thailand 
admitted defeat in defence of 
the baht 

Amid the currency col- 
lapse and the crisis in the 
property sector, which 
reduced the value of pro- 
posed developments along 
the mass transit route, bank- 
ers baulked at supplying 
funds without Higher route 
tolls and a longer conces- 
sion. But Hopewell's 
requests for these to the 
Thai government fell on deaf 
ears. 

Other schemes are also 
being affected. Indonesia last 
month postponed 14 of 29 
power plants in an attempt 
to curb spending. Malaysia 
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is pressing ahead with its 
airport, but Has shelved sev- 
eral other schemes. “Many 
big projects are going to be 
looked at again," said Daniel 
Yergin of Cambridge Energy 
Research Associates. 

Despite the setbacks, senti- 
ment in the industry 
remains optimistic. “I still 
think the prospects are good 
in this region," said Ed Wal- 
lis, chairman of PowerGen, 

the UK utility which has 
seen an Indonesian project 
delayed. “TO us, this is an 
irritation, a hiccup, but we 
have to operate with a 
long-term strategy and this 
is a long-term investment." 
Mr Wallis estimated that by 
2003, the company will be 
reaping profits of £l5Qm 
(8242m) from Asian plants 

Jean-Louis Diefenbacher. 
chief executive of the Arian 
division of Gdndrale des 
Eaux, the French utility, 
thought any downturn in 
south-east Asian economies 
will prove temporary. 
“These economies are funda- 
mentally solid. We do not 
see excessive risk and we do 
see underlying demand." 

Estimates of demand all 


point to significant expendi- 
ture. Harinder Kohli, senior 
operations adviser at the 
World Bank, said regional 
economies require some 
Sl^OObn of inv^tment in 
infrastructure over the next 
10 years to avoid growth bot- 
tlenecks. This forecast, he 
said, is little affected by the 
present financial upheaval. 

The problem, as Mr Kohli 
saw it, remained one of sup- 
plying investment And this 
required adjustments from' 
both the public and private 
sector. Companies engaged 
in infrastructure projects 
will have to increase their 
emphasis on risk manage- 
ment and ensure protection 
in contracts. “Before, cur- 
rency was not really an 
issue," said the project 
financ e director at one US 
in ve stm ent bank. 

“In Thailand , for instance 
there was often no currency 
link in power purchase 
agreements. That is all going 
to have to change. Foreign 
operators will have to ensure 
they are hedged against 
exchange rate risk." 

Investors have already 
been adapting. PowerGen ’s 




Thai project, which was 
being finalised when the cri- 
sis erupted. - has been 
adjusted to take account of 
baht’s plunge. “The overall 
return on the project has 
fallen by a smidgeon, but the 
risk has fallen dramatically 
because the currency has 
realigned at a much lower 
level," said Mr Wallis. 

Bigger adjustments may 
be required in the' public sec- . 
tor. The^regional problems 
mean there are even less 
public sonmices,” said Mr 
Kohli at. the World Bank. 
“That means governments 
-are going to have to attract 
more private capital-" To do 
that, they will have to tockle 
disincentives to investors, - 
remove regulatory obstacles,, 
increase transparency and 
reform financial systems to/ 
enable the match mg of reve- . 
nue streams and funding. 

There has been progress. 
Last month, fThina signed a 
$600m agreement with a con- 
sortium headed by Etectrt 
cite de Franca for the Laiftin 
B power plant, a build, oper- 
ate and transfer scheme 
billed as a model for other 
Chinese infrastructure pro- 


jects. Mt Wallis at PowerGen 
cites improvements in brans-' 
parency in India, while the 
lecent. introduction of com- . 
..petitfve tendering, for. a 
water supply contract In 
Manila has been welcomed. 4 
.. - “Even though we did hot 
.win, we should like to : see 
the example followed,” said 

Mr Diefehbacherat Generate 

des Eaux. He thought the 
economic- pressures- and 
redocedbudgetaiyreSotiree^ 
could, encourage further lib- . 
eralisation. “The situation 
-could accelerate moves 
towards the privatisation of 
public, utilities, "hesaid. 

Long-term domestic fund- 
ing for priv^ ptxdects^hovp 
. ever, remains a .- serious -con- 
straint. While regional 
equity markets, -have seen 

rapid expansion,- debt mar- T 

kets have lagged behind. 
“Even high income countries 
like Korea ate cmly "begin- 
Tifng to develop fixed-income 
markets,” said Sfijn Claes- 
sens at the Warid Bankrfor 
East Asia. - . - . 

With banks weakened or , 
adopting a more conserve - 
five stance in the wake of 
the regional crises, and. with 
the public purse pinched ; 
tight, this weakness .must - 
now tie addressed.. “Savings : 
rates are about 35 per cent, 
same of Hie highest in the 
World, but private Capital 
only accounts for about 10-15 
per cent of i nfr astr u cture 
■1 investment in east Aste, 1 ” 
said Mr Kohli. 

Steps iare- ' being taken. ^ 
Most Association' of South-. 
East Asian Nations (Asean) 
states are developing second- ; 
ary mortgage markets which 
can act as a -source of long \ 
term funding and bond- 
issues. Expanding pension 
schemes, and. increased pir 
vate. participation, are help: 
ing to ^develop institutional * 
investors.^ .. • •> ; 

Such, refonns are moves hi 
the right direction, said Mr 
Kahn. But they must now be 
accelerated if . the. region’s 
infrastructure . is to. he 
ftmded/andtfxts.ecohamies 
•are' to avoid a -long term 
growth constraint on top of 
the present n w iTwe lrs- . 


Introducing Sheraton Smart Rooms: 



(Just relax) 


^ . 

The overnight cure to executive stress. 


Ul- know what business trips can be 
like. We also know that being out of 
the office often means being out of 
touch. That’s why we’ve introduced 
something unique and exclusively for 
the European business traveller. We 
call them Smart Rooms™. They’re 
designed nut just os luxurious bed- 
rooms, but as folly functioning offices 
as well. 

- targe desk with enough space to 
work and think 

- Credenza with easily accessible 
power outlets 

■ Printcr/Fax/Copiex that is easy to use 

■ Dual line speaker phone with 
integral modem jack 

-Telephone with an extra long cord 


- High intensity, purpose built angle 
poise lamp 

■ Large, comfortable beds 

- Ergonomically designed business 
chair 

■ Oversized easy chair with ottoman 

- Full range of business essentials on 
credenza 

So whenever you plan a business trip 
in Europe, do the smart tbing. And 
don’t forget the American Express 

c 

'****** 

Sheraton 

HOTELS & RESORTS 

TIT 


Card which 
can also earn 
you valuable 
Membership 
Rewards 
Points, just 



go mors 


call I IT Sheraton or your 
travel agent and ask for the Sheraton 
Smart Room™. Then you can leave 
the office without leaving work. 

For reservations and information, call 
your travel predesunai or ITT Sheraton 
toll free; U.K.: 0800353555. Germany: 
0130853535, Italy: 167S 35035, France: 
0800906535. Belgium: 080013535. Ask 
for the Sheraton Smart Room and 
guarantee your reservation with the 
American Express Card. 


Cards 



FICTION ! 


SCA Packaging is much more than an award- 
winning manufacturer of corrugated cases. 
We provide creative and cost effective 
packaging solutions. 

With an understanding of ECR 
principles - Efficient Consumer 
Response - we work hard to 
achieve improvements 
through the whole supply 
chain for the benefit of 
each of our many customers. 

Our strong relationships 



with strategic partners and ‘Eurobest* 
standards of manufacturing excellence ensure 
we deliver solutions that consistently exceed 
customer expectations. 

And, by benchmarking ourselves a gaina- 
the best of other corrugated 
packaging companies worldwide, 
we continue to deliver lowest 
cost packaging solutions. - 
Make a difference to your 
business, call us today 
01622 883299. 


on 


Packaging Week 1997 Packaging Industry Awards 
Corrugated Supplier of the Year 
Packaging Supplier of die Year 



SCA PACKAGING >. : 

EUROPE’S LEADER IN CORRUGATED. FA C K A G f & 

SCA a P S^^ 5 J Jx1 ’ Dev elopment Group, European Technical Centre,- ■ ■ 

Aylesford, Kent ME20 7TW Tel: 01622 883299. Fax: 01622 716308^ - 
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■ ne new 3-cylinder 
ECOTEC engine goes 800 km 
between drinks. 
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Exceptional fuel economy 
(5.8 1/100 km) is one reason why 
the Opel Corsa with its new 
3-cylinder ECOTEC engine won 
top honors among the more 
than 200 cars recently compared 
by the VCD (Transport & Envi- 
ronment Association, Germany). 

The other important reason: 
low emissions. The 3-cylinder 
ECOTEC is one of Europe's 
cleanest running engines. 

This gratifying news reflects our 
engineers' ongoing efforts to 
combine maximum performance 
with minimum environmental 
impact - in every Opel. 

Resulting in cars that drink as 
sparingly as camels; but 
are much more fun to drive. 
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NEWS: INTERNATIONAL 


Sharon, the hard 
man who delivers 


for Netanyahu 


By Judy Dempsey 
in Jerusalem 


When Benjamin Netanyahu, 
Israeli prime minister, broke 
his silence this week on the 
botched assassination 
attempt on a Hamas leader 
in Jordan, Ariel Sharon, the 
infrastructure minister, was 
by his side. 

When no mini ster was 
allowed to talk to the media 
until a deal had been struck 
with King Hussein of Jor- 
dan, Mr Sharon stood before 
the cameras. 

And when the king negoti- 
ated the release of Sheikh 
Ahmed Yassin, the spiritual 
leader of Hayyias the Islamic 
Resistance Movement, in 
exchange for the two Mossad 
secret service agents. Mr 
Sharon played a pivotal role. 
Mr Sharon, said Mr Netan- 
yahu, stood by him and sup- 
ported him throughout one 
of Israel's most serious intel- 
ligence blunders in many 
years. 

Mr Sharon's leap into the 
limelight signals the grow- 


ing influence of a politician 
who Mr Netanyahu feared 
would sow divisions in the 
governing T-ikod party and 
threaten his authority. But 
Mr Netanyahu is now 
increasingly dependent on 
the former defence minister. 

“Sharon jumped at the 
opportunity to do something. 
He is a man who ads,** said 
Avraham Diskin, political 
analyst at the Hebrew Uni- 
versity. “Unlike others who 
did not know what to do or 
were not capable enough. 
Sharon knew something had 
to be done quickly to limit 
the damage." 

Mr Sharon, still loathed by 
the left, who regard him as 
indirectly responsible for the 
Sabra and Shatila massacres 
in Lebanon in 1982. has 
helped Mr Netanyahu out of 
trouble in the past. Even 
before that, he established 
himself as a tough militar y 
officer determined to stamp 
out any violence or opposi- 
tion from Palestinians and 
Arabs. In 1953, he organised 
a retaliatory raid against the 


Jordanian village Qibya, in 
which 69 civilians were 
killed after Israeli command- 
ers blew up their homes. In 
the early 1970s. he adopted 
an uncompromising policy 
against any Palestinian 
unrest in the occupied Gaza 
Strip. 

When Jordan accused 
Israel of failing to deliver 
water last May. as agreed in 
the Oslo peace accords. Mr 
Sharon held talks with wmg 
Hussein, quickly resolving 
the dispute. This was the 
beginning of a close relation- 
ship with the king. Mr Sha- 
ron’s adviser on Arab affair s, 
Magali Wahabe, a Droze, is a 
frequent guest in the palace. 

"Whether you like him qt 
not. he gets things done. The 
king knows where he stands 
with Sharon, unlike Netan- 
yahu," a diplomat said. 
“When Sharon says he will 
do something, he will 
deliver, unlike Netanyahu." 

Mr Sharon’s single-min- 
dedness is matched by his 
military and security record, 
which Mr Netanyahu lacks. 



NEWS DIGEST 


reform pact 


Man of action; Sharon (left) at Netanyahu's side during a 
bungled assassination attempt 


press conference to explain the 


"Netanyahu knows this. He 
wanted Sharon by his side. It 
would go down well with 
Likud and the public, who. 
regardless of his past, 
respects Sharon," the diplo- 
mat added. 

Some Likud supporters are 
still concerned Mr Sharon 
win extract a price for his 
loyalty, particularly after 
being passed over for the 


coveted finance ministry job 
earlier this year. 

"Sharon probably feds his 
chances of becoming prime 
minister are now non-exis- 
tent but he will not ditch 
Likud. He is trying to get 
himself into the best possible 
position under the circum- 
stances - as close as possible 
to Netanyahu," said Mr Dis- 
kin. 


If so, since both believe 
Israel's security and the 
fight against terrorism is 
paramount, Mr Netanyahu 
wifi hardly fed threatened - 
except that Mr Sharon, more 
thaw the p rime minister . is 
seen more as one who now 
believes in talking to his 
opponents, be they Palestin- 
ians or Israel's Arab neigh- 
bours. 


A Feny an opposition leader yesterday accused the" ■ _ 

government of going back on Us word over agreed constt 
tiztional reform, and urged it to legalise two parties whose 
applications have been refused. : 

Mwai Kibaki, chairman of the Democratic party, sa id ■ 
the government’s decision not to register the Safina party 
co-fbunded by Richard Leakey, wildlife ca mp aigner and:, 
scientist, was wrong. . ^ 

"It is very bad feith fear a government to promise some- 
thing and *ben go back on its word," said MrKibaki, a;. 
former vice-president and finan ce minister who finished 
third to President Daniel arap Moi in the 1982 presidential 
election. 

On Monday the registrar of societies approved 10 poeti- 
cal parties, but rejected applications by Mr Leakey’s Saf-. 
ina and the Islamic Party of Kenya. 

In an agreement thrashed out tost month with oppost ., 
ti on leaders after weeks of political and civil unrest, the. . 
government promised, among other things, to process reg- 
istration applications swiftly and give good reasons ftr_ 
refusaL 


ictu.xit. 

Mr Kib aid’s stance is important for Mr MoL He was the 
most prominent opposition poli tici a n to endorse the 
reforms. Reuter, Nairobi 


MIDEAST CONFERENCE 


Qatar defies protests 


Algiers and Riyadh hold top level meeting 


Algerian president Liamine 
Zeroual yesterday began a 
three day visit to Saudi 
Arabia - the first summit 
meeting between the two 
Arab countries in nine years. 
AFP reports from Algiers. 

Mr Zeroual’s visit comes 
after reports of secret Saudi 
mediation in the bloody civil 
war wracking his country, 
which the Algerian govern- 
ment has denied. 

The Algerian president 


took his ministers of foreign 
affairs, energy, religious 
affairs and commerce with 

him on the trip which comes 
at the invitation of King 
Fahd ibn Abdel Aziz. 

His meeting with King 
Fahd will be the first at this 
level since the Saudi mon- 
arch met then President 
Chadli Bendjedid in Algiers 
during an Arab summit in 
1988. 

Ahmed Attaf, the foreign 


minister, said the visit was 
part of "the strengthening of 
Algeria’s role on the Arab 
stage at a time of renewed 
deadlock in the Middle East 
peace process". 

He said Mr Zeroual would 
discuss with Saudi rulers the 
need for Arab solidarity and 
the possibility of holding 
r egular Arab summits. 

The two countries fell out 
during the 1991 Gulf war 
when Algeria did not take 


part in a multinational coali- 
tion to drive Iraqi troops out 
of Kuwait At the time, thou- 
sands of Algerians took part 
in fundamentalist-led dem- 
onstrations to condemn the 
anti-Iraqi front. 

But ties have warmed 
since 1992 when the Algerian 
government outlawed the 
Islamic Salvation Front (FIS) 
and cancelled elections that 
the fundamentalist group 
was set to win. 


Arab diplomats said last 
week that Saudi Arabia was 
leading secret mediation 
efforts between Mr Zeroual's 
government and the FIS to 
end the bloody insurgency 
which erupted after the can- 
cellation of the polls and has 
claimed an estimated 60.000 
lives. 

One diplomat said Saudi 
efforts had led to the Sep- 
tember 21 announcement by 
the Islamic Salvation Army, 


the armed wing of theTIS, of 
a ceasefire from October 1. 

But an Algerian foreign 
rnTnigt r y spokesman said fee 
claims “lack any founda- 
tion," adding that Algeria 
"rejects categorically any 
interference to its domestic 
affairs”. 

Saudi Arabia, fee world's 
top oil producer, helps 
finance the construction of 
dams and housing in 
Algeria. 


Qatar said yesterday it was sending out invitations to a . 
Middle East and North Africa economic conference next 
month that has drawn protests from Arab states. 

The invitations have been addressed to foreign minis- 
ters of Middle East and North African countries - includ- 
ing Israel - as well as their main economic partners in 
Europe, the US and Asia. 

Almost 80 countries have been invited, and South 
American states had also expressed ah interest in attend- 
ing. _ ' /* 

Qatar expects 2£00 foreign participants, among them 
800 government delegates, 800 businessmen, 300 represen- 
tatives of international or regional organisations, and 500 
journalists. . V - *, 

Two of Qatar’s follow Gulf Arab states, Saudi Arabia 
and the United Arab Emirates, have said they wifi mot 
attend the conference because of the deadlock in fee 
Arah-lsraeli peace process. .. . .. V. . 

No Arab country has yet officially announced that ft “ 
will taka part in the conference, which US secretary of 
state Madeleine Albright is to attend, ' . - AFP, Doha 


Borrower Mugabe wrong-foots World Bank again 


Scarcely a month after being back in favour, Zimbabwe goes on budget-busting spree, writes Tony Hawkins 


T he World Bank’s deci- 
sion to delay disburse- 
ment of a US$62m 
loan to Zimbabwe is a seri- 
ous setback for a country 
which has recorded a cur- 
rent account deficit of 
US$460m for the first seven 
months of the year. 

There was some surprise 
when in August World Bank 
officials announced the 
resumption of support after 
a partial suspension in 1995. 
The bank cited an improve- 
ment in the country’s fiscal 
situation - which few pri- 
vate sector economists have 
been able to discern - in 
spite of 1997/98 projections of 
a worsening budget deficit 
from 7.1 per cent of gross 
domestic product in the year 
just ended to 8J) per cent in 
the current year. 

Not for the first time in its 
relationship with Zimbabwe 


since the launch of the 1991 
economic structural adjust- 
ment programme, the World 
Bank was wrong-footed. 
Within a fortnight of the 
bank announcing resumed 
lending. President Robert 
Mugabe announced a bud- 
get-busting compensation 
package for war veterans 
who brought down Mr Ian 
Smith's Rhodesian govern- 
ment in 1979. 

At this stage, no one 
knows what fee war veter- 
ans package will cost What 
is known is that when Her- 
bert Murerwa, finance minis- 
ter. protested that the coun- 
try could not afford the 
package, Mr Mugabe said the 
government would borrow if 
need be, further embarrass- 
ing fee Bank by remarking: 
“Have you ever heard of a 
country that collapsed 
because of borrowing?” 


While Mr Murerwa was 
away at fee annual meeting 
of the International Mone- 
tary Fund and the World 
Bank in Hong Kong recently. 
Emmerson Mnangagwa. his 
stand-in, was asked in parlia- 
ment how the package 
would be funded. “What are 
bonds far?” he said. 

Assuming 75,000 recipients 
- estimates range from 
50,000 to 100,000 - the 
Z$50.000 (US$4,065) one-off 
gratuity would cost Z$3.75bn 
while fee annual pension of 
Z$2,000 monthly wifi come to 
another $ 1 -Btm annually or 
Z$2.7bn for the 18-mouth fis- 
cal period until the end of 
1998. 

Add to these direct costs, 
and other even more 
unquantifiable expenses - 
land allocation, free health 
and education for ex-combat- 
ants and dependants - the 


cost for the 18-month budget- 
ary period could range 
between Z$4.5bn for 50,000 
claimants and Z$6.5bn for 
75,000 beneficiaries. On the 
revised GDP numbers, this 
would be about 3 per cent of 
GDP. pushing the budget 
deficit to 1L9 per cent 

Matters could turn out to 
be a good deal worse should 
the El Nifio factor bring 
drought to Zimbabwe this 
season, as is widely pre- 
dicted by meteorologists. 
That would mean substan- 
tially slower growth of GDP. 
which has already fallen to 4 
per cent in 1997 from last 
year’s 7.3 per cent - a 
rebound from the 1995 
drought 

Furthermore, as other gov- 
ernment policies are 
unveiled, so things get 
worse. Kumbirai Kangai. 
agriculture minister, -has set 


aside Z$l-5bn for a strategic 
grain reserve In case of seri- 
ous drought. This is not 
accounted for in the budget 

Nor is the Z$146m for the 
state's purchase of a 20 per 
cent stake in Anglo Ameri- 
can Corporation's Bindura 
Nickel Corporation (for sub- 
sequent sale to black inves- 
tors). Nor is there is any pro- 
vision for wage awards such 
as those pending at state- 
owned universities. 

Last month too, Mr 
Mugabe promised that more 
than 4m hectares of white- 
owned farmland would be 
designated and redistributed 
to black farmers, with ex- 
combatants being given pref- 
erential treatment. The 1997 
deadline is unlikely to be 
met but, with the govern- 
ment having identified 1.772 
farms for resettlement, the 
president is under mounting 


pressure to deliver. 

However, fee budget con- 
tains Z$183m for land acqui- 
sition and infrastructure 
development between now 
and 2000. which will make 
only a tiny contribution to 
so grandiose a programme. 

Factor just some of these 
aspects into the budget num- 
bers and the World Bank's 
assessment of an “improved" 
fiscal situation begins to 
look unrealistic. Neither can 
it be squared with the 
authoritative assessment of 
Leonard Tsomba. governor 
of the central bank, that 
“the bulk of the financing 
requirement of the budget 
deficit must be sourced from 
foreign and non-bank 
sources". 

Given all this, plus the 
USSSOOm swing from surplus 
to deficit in the balance of 
payments so far this year. 


Zimbabwe desperately needs 
a deal with the IMF and 
World Bank. Any budget 
compromise that would 
allow The two institutions to 
resume lending would surely 
involve a significant 
increase in taxes - with 
excise duties- on fuel, drink 
and tobacco being the obvi- 
ous candidates. 

There is not much scope 
for spending cuts. Just two 
recent instances highlight 
fee accelerating deteriora- 
tion of Zimbabwe's institu- 
tional capacity. Timothy 
Stamps, fee health minis ter, 
told parliament recently that 
16 district hospitals were 
now standing empty for lack 
of staff Blaming fee World 
Bank and IMF, he told MPs: 
“We are not asked what we 
need. We are simply told 
what we are going to have." 

Education minis try offL 



Murerwa: Zimbabwe cannot 


afford veterans package 


rials complain that salaried^ 
take up 90 per cent of their ' "~- 
mimstry’s vote, -wife devas-- 
taring consequences for the - 
long-term future of the edu--.v‘ 
cation system. For many . : 
observers, there is irony ta 
the feet that- tire im perat i v e ‘ 
of reversing such deteriara- V. 
tion in -Africa’s institutional 
capacity was a central theme - 
in this year’s; World Bank . : 
World Development Repeat. • y 
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Imagine if global travel were truly efficient. If you could go 
anywhere in the world smoothly. Efficiently. Effortlessly. Imagine 
if you could apply the mileage points from qualified flights of six 
different airlines toward your overall flyer status. (How quickly 
do you suppose you would attain elite status then?) Imagine more 


uernano:' 


than ISO airport lounges around the world awairin 
First and Business Class customers, as well as top-tier frequent 
flyers. And if its not too much, we ask you to imagine the aUi' 
between SAS, Air Canada, Lufthansa, THAI and United Airil 
getting even stronger. The Star Alliance " 1 partners are proud • 
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By Bruce Ctarlt - ' 
in WMiington . 

Senator Jesse Helms, 
republican cbairmanof the 
Senate foreign Nations com- 
mittee, yesterday" warned 
that Nato expansion would 
fail -if west Europeans did 
not pay their share. v 

Bnt the ultra-conservative 
senator stressed that he 
strongly supported the prin- 
ciple of enlargement, as long 
as the prqject-did not dilute 
the alliance. 

The strong; though condi- 
tional, message of support 
from Mr Helms boded well 
for a Senate vote in favour of 


must pay its way’ on Nato 


President Bill Clinton’s 
enlaigeinent plan if the cost 
issue is strived. 

"T^ie US did not create the 
Nato alliance and san d our 
troops to fight and die in 
Europe... snnjdy to defend 
European real estate or 
European economic inter- 
ests." said' Mr Helms, who 
also urged Nato to retain its 
focus on "the defence of 
democracy and preservation 
of liberty". 

He added that ratification 
of Nato expansion by the 
necessary two-thirds of the 
Senate “may very well suc- 
ceed or fair in relation to 
west Europe’s willingness to 


pay its share of the cost 

But Mrs Madeleine 
Albright, secretary of state, 
told the committee she 
would insist gristing Nato 
partners paid their share. 

The administration ha s 
estimated its share at $i£Qm- 
5200m a year ova: the next 
decade - and tense negotia- 
tions are going cm within the 
alliance about how to 
finan ce the rest. Several 
West European states have 
argued that expansion w n 
be funded by switching 
money away from existing 
projects, a view Washington 
firmly rejects. 

Mrs Albright, who was 


invited by Mr Helms to tes- 
tify before his panel, urged 
the Senate to endorse the 
admission of Poland. Hun- 
gary and the Czech Republic 
into the Atlantic alliance - 
as agreed during last July’s 
summit in Madrid - on the 
grounds that strategic US 
interests were at stake. 

“A larger Nato will make 
America safer, Nato stronger 
and Europe more peaceful 
and united," she told the for- 
eign relations committee at 
a bearing which launched 
the administration's bid to 
secure approval for enlarge- 
ment 

Mrs Albright also assured 


Mr Helms that Nato would 
not abandon its principal 
mission of defending its 
members’ territory, or allow 
Russia to interfere in its 
dedsion-makmg process. 

She said the 48-year-old 
alliance was still necessary 
as a safeguard against con- 
flict between and within 
European states - and to 
ward off threats against its 
members' soQ, which might 
include a challenge from a 
resurgent Russia. 

Of such threats she said. 
“Some are visible on the 
horizon, such as threat 
posed by rogue states with 
dangerous weapons." Others 


"may not seem apparent 
today but are not unthink- 
able". 

"Within this category lie 
questions about the future of 
Russia. We want Russian 
democracy to succeed and 
we're optimistic that it will 
- but one should not dismiss 
the possibility that Russia 
could return to the patterns 
of its past" 

Conservative Republicans 
have expressed the fear that 
to sweeten the pin of enlarg- 
ing Nato, the US has made 
too many concessions to 
Russia, such as the creation 
of a Nato-Russia council to 
discuss European security. 
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As casual cargo thieves are beaten, armed criminals take their place 


Highway robbery booming in Brazil 
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T wo months after he 
was hired by Ponto 
Frio, a -Brazilian chain 
of electrical goods stores, to 
investigate a spate of high- 
way robberies, . Henrique 
Reis Fflho, a security expert 
believed he had found evi- 
dence of inside involvement 
He was never able to prove 
it re t ur n i ng, ftom inspecting 
a company depot, his car 
was in tercepted and a gang 
of armed men shot him dead. 

Brazilian organised crime, 
hitherto best known for its 
involvement with drags, 
gambling and kidnapping, 

. had issued another stark 
reminder that highway rob- 
bery is its growth activity of 
the 1990s. 

Insurers estimate goods 
worth about R$350m 
(USJ320m) will be stolen in 
transit this year In some 
4.000 robberies, up from 
R$250m in 3,200 robberies 
last year. Their estimate, 
however, is of insured goods 
for which claims are made: 
manufacturers say the true 
cost runs into billions. 

The robbers have plenty of 
opportunity. About 62 per 
cent of Brazil's freight is car- 
ried by truck, often over 
immwiRfr distances. Most is 
transported by independent 
contractors: there are about 
12,000^ hauliers, 96 per cent of 
them pTnaii and medium- 
sized outfits. 

Cargo theft used to be a 
predominantly . non-violent 
crime. Often, a driver would ' 


simply disappear with his 
load, or be looking the other 
way - intentionally or not - 
while someone else stole it. 

Solving this problem was 
relatively straightforward. 
Tan years ago, Pamcary, a 
company of security consul- 
tants and insurance brokers 
specialising in road freight, 
which claims to handle 70 
per cent of the market, 
began compiling a computer 
register of truck drivers. 

It now has data on 570,000 
drivers and is consulted 
4,000 times a day by haul- 
iers, who are given cover for 
a journey only if their driver 
has been cleared first The 
company also advises on 
driver training and route 
planning, making sure, for 
example, that drivers stop 
only in secure rest areas. 

Artur Santos, a director at 
Pamcary, says the system 
has virtually eliminated 
casual theft and done much 
to reduce losses from acci- 
dents caused, for example, 
by drivers with a history of 
drinking. . . 

However, the problem of 
theft has been supplanted by 
the much greater one of 
armed robbery. 

To begin with, says Mr 
Santos, robbers "stole any 
old cargo and scrid.lt where 
they could”. Now- the crimi- 
nals are much better organ- 
ised. 

Gangs identify trucks car- 
rying high-value goods, such 
as pharmaceuticals and elec-. 



trical goods, or those that 
are easiest to dispose of, 
such as textiles and foods. 

Goods are often stolen to 
order, to simply wholesalers 
or retailers happy to pay low 
prices without asking ques- 
tions: "The volume of goods 
stolen is for too big to be 


sold only on the black mar- 
ket," Mr Santos says. 

The so-called military 
police, who respond to 
crimes in progress, are over- 
stretched. The civil police, 
which are supposed to inves- 
tigate crime, are often sus- 
pected of complicity or even 


direct involvement 

Convictions for receiving 
stolen goods are almost 
unheard of, partly because 
prosecutors must prove that 
the buyer acted knowingly. 

By 1995, the problem was 
so serious that insurers were 
paying more in Haims than 
they were getting in premi- 
ums. Of 130 insurers in the 
market, says Mr Santos, only 
six now take cargo risk, with 
severe restrictions on settle- 
ments. 

Pamcary markets a com- 
puterised satellite tracking 
system, called Autotrac. 
which spots any deviation 
from a truck's Itinerary and 
allows drivers to activate a 
panic button. 

When a problem is identi- 
fied. the firm dispatches one 
of 150 patrol cars to deter- 
mine whether a robbery is in 
progress. 

Mr Santos says the system 
has prevented robberies of 
goods worth R$20m in the 
past two years, and helped 
insurers to reduce claim set- 
tlements to 70 per cent of 
premiums. 

But one result has been 
that 90 per cent of robberies 
now take place in Greater 
Srio Paulo and Rio de 
Janeiro, where thieves can 
dispose of stolen trucks 
more quickly. 

Another result is an 
increase in more audacious 
crimes: in a recent typical 
example, 20 armed men held 
50 people hostage in a ware- 


house for four hours while 
loading and stealing seven 
truckloads of coffee. 

Celso Vieira, a director of 
the Brazilian Association of 
Risk Management and of the 
local subsidiary of a multina- 
tional manufacturing group, 
says greater "traceability" of 
goods offers a possible solu- 
tion, although he admits its 
application is limi ted to 
higher-value products. 

The real problem, he 
argues, is a culture of 
"accommodation" with rob- 
bery. He claims state govern- 
ments, to whom the police 
report, are virtual accom- 
plices of the robbers because 
they levy value-added taxes 
on all goods, even if they are 
stolen. By the same token, 
insurance values include the 
shipper’s mark-up. 

"Insurance and security 
cost about 7 per cent of the 
value of freight, when it 
should be 2 per cent,” he 
says. “There’s a serious ethi- 
cal problem, the cost is 
accepted as just another 
expense of doing business in 
Brazil.” 

Shippers, hauliers and 
insurers, he adds, should 
join to lobby for changes to 
the penal code and the tax 
system. But so far, he 
laments, while his associa- 
tion has given voice to the 
issue, "nobody has shown 
the least interest in listen- 
ing”. 

Jonathan Wheatley 
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Menem wants 
Falklands help 

Argentine President Carlos Menem will renew his request 
for US intervention in the long-standing Falkland Islands 
dispute when US President Bill Clinton visits Argentina 
on October 15-19 - the longest stop in a three-country 
regional tour that also includes Brazil and Venezuela. 

While the US has refused recent Argentine requests to 
med ia t e in the conflict, Mr Menem win ask his US 
counterpart to help bring the British to the negotiating 
table, he told a press conference on Monday, 

“We’re not going to ask than [the British] to give the 
Malvinas back, but we are asking that they simply fulfil 
United Nations resolutions to open a dialogue," he said. 

Other issues for Mr Clinton's visit - it will be his first 
to Argentina - include drug trafficking, terrorism 
and trade- With an eye to a regional free-trade summit in 
Santiago, Chile, in April next year, the two countries' 
presidents will work on a strategy for hemispheric 
integration. Andrea Mandel-CampbeU. Buenos Awes 

■ HOUSE COMMITTEE PEAL 

Compromise on fast-track 

The Clinton administration yesterday reached an 
agreement with members of the House ways and means 
committee which improved the outlook for the president's 
bid for new trade negotiating authority. 

Robert Matsui, a senior Democrat congressman on the 
House trade subcommittee, agreed to a compromise which 
would strengthen trade and environmental components in 
the legislation, as demanded by Democrats. The 
legislation is scheduled for a committee vote today. 

The changes still give the majority of House Democrats 
for less than most of them have demanded to secure their 
vote for fast-track, under which Congress agrees to vote 
for or against trade pacts without amendment The 
Republican leadership has vowed not to bring to the floor 
legislation that does not have significant bipartisan 
support in the committee. Nancy Dunne, Washington 

■ VENEZUELAN DIVERSIFICATION 

Foreign trade bank set up 

Venezuela yesterday launched a Foreign Trade Bank to 
finance non-petroleum exports and help diversify the 
country's oil-driven economy. It will replace the export 
credit fund Flnexpo. The new bank has a capital of $200m, 
but additional financing may coma from institutions such 
as the Andean Development Corporation. The bank is 
part of efforts to promote nan-traditional exports, said 
Freddy Rojas Parra, the minister of industry and 
commerce. Raymond Colitt, Caracas 

■ QUEBEC POLL 

Independence support falling 

Support for Quebec Independence among voters in the 
French-speaking (TanarHan province is at a three-year low, 
according to an opinion poll published yesterday. 

The Compas survey, published in Toronto’s Financial 
Post newspaper, found support for Quebec’s separation 
from Canada failing to 41 per cent from 4&5 per cent at 
the start of the year. 

The poll followed other recent surveys showing a steady 
decline in support for Quebec's secession from the rest of 
Canada, it found that 23 per cent would definitely vote 
yes to independence and 18 per cent probably yes, while 
46 per cent would definitely vote no and 13 per cent 
probably no. Reuters. Montreal 



New Yorkers start to come to terms with smart cards 




By John Authors and 
William Lewis m New York 


N ew. Yorkers are steadily 
coming to terms with 
smart card technology 
following Monday's launch of the 
biggest pilot scheme yet seen In 
the US. 

For six months, the Upper 
West Side area of Manhattan wfH 
be a laboratory for payment 
cards using an embedded micro- 
processor. . 

For the time being; however, it 
Is difficult to hoy anything with 






them, as many of the 600 mer- 
chants involved in the scheme 
have not received the terminals 
needed to read information on 
the cards. 

The pilot has six months to 
run, and the number of shops 
equipped with , the necessary ter- 
minals should have doubled by 
the mid of this week. 

But the response of the man- 
ager of one large delicatessen and 
pharmacy on Amsterdam Ave- 
nue, in the heart of the test area, 
who did not have a terminal, 
sums up the problem neatly. 


“Oh, we’re so for behind here. 
In Europe, everyone uses these 
things, but not here.” 

Pilot schemes are not unique. 
Visa plans about 70 pilots around 
the world. It is aiming the tech- 
nology most directly at develop- 
ing nations, where telecoms are 
expensive. This gives chip cards 
a significant advantage over mag- 
netic stripe cards, which require 
a telephone call before they can 

he authorised. 

But the New York scheme is 
the most ambitious yet in the US, 
where chip cards have to date 


been for less widely used than in 
western Europe. 

This is mainly because the US 
already had an infrastructure for 
magnetic stripe cards before the 
chip technology was generally 
available 

In France, for example, all 
credit and debit cards have car- 
ried microprocessors for several 
years. 

New York’s is also the biggest 
pilot of “stored value", where 
chips are loaded with value, so 
cards can be used like cash. In 
France, chips are used to perform 


credit and debit card functions. 

The previous significant pilot 
of stand value in the US was in 
Atlanta during last year's Olym- 
pics. 

This showed the cards and 
systems could work, but some in 
the industry were disappointed 
by the level of use for the cards. 
The New York scheme is 
designed to ensure that cards are 
widely available, and widely 
accepted in their target area. 

According to Michael Smith, 
general manager at Schlumber- 
ger Danyl, which is producing 


the cards: “Atlanta was a great 
success because we proved that 
everything worked and we 
proved that consumers liked the 
concept" 

But he added: "One thing we 
learnt is that for the programme 
to be interesting to card-holders 
you need to have a lot of termi- 
nals available for tb*”* 1 to use. 
Another key lesson is that mer- 
chants want to see a lot of people 
li ning cards and wanting to pay 
with them. The New York pilot is 
designed to respond to both those 
lessons." 


The Upper West Side fits these 
needs by being a well defined 
area, with Broadway a natural 
shopping centre running diago- 
nally across It 

It is densely populated with 
young adults, and the two issu- 
ing banks have issued enough 
cards for every resident 
Once terminals have been 
installed - and they are expected 
in half of all the retailers in the 
area - the theory is that the con- 
ditions will be ideal to test 
whether Americans will use 
smart cards. 
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Treasury to take money from contingency reserves to fund social security spending increase 

Extra $810m benefit bill as inflation rises 


By Wolfgang Mfinchau 
and Nicholas TfrnmiTO 

The government was yesterday 
faced with an unexpected £500m 
(SSlOm) bill for social security ben- 
efits next year after inflation edged 
up marginally last month. 

Headline inflation went up from 

3.5 per cent in August to 3.6 per 
cent in September, the highest rate 
for two years, reflecting continued 
inflationary pressures in the UK 
economy. The rate is more than a 
percentage point higher than the 

2.5 per cent used last year to fore- 
cast social security spending from 
next April. 


The increase means benefit 
expenditure next year will be about 
£500m higher than forecast, accord- 
ing to the Treasury. The depart- 
ment said the money would be 
taken out of next year’s gg gfrn con- 
tingency reserve. 

The extra bill will increase pres- 
sure on spending. 

The government has given an 
absolute commitment to stick to 
the spending plans of the former 
Conservative administration both 
this year and next 
The increase in headline infla- 
tion was due almost entirely to a 
rise in mortgage rates by several 
building societies. The underlying 


rate of inflation - which excludes 
m o rtgages - fell from 2.8 per cent 
in August to 2.7 per cent in Sep- 
tember. 

Alistair Darling, chief secretary 
to the Treasury, said the economy 
was “on course to get back on 
track”, as underlying inflation 
appeared to be heading towards 23 
per cent, the government's target 

The gap between the two infla- 
tion measures is likely to widen in 
the next few months, adding to the 
policy dilemma for the Rant of 
E ngland, the UK central bank. 

The Bank's monetary policy com- 
mittee is widely expected to leave 
short-term interest rates 


unchanged at 7 per cent at its regu- 
lar monthly meeting scheduled for 
today and t o morrow. 

Hie consensus in pnanria 1 mar- 
kets is for interest rates to raise 
again before the end of the year. 
Some economists expressed con- 
cern about the effect of the rising 
headline rate because of its use as 
a benchmark index for rents and 
benefits - because it sets the 
tone for wage bargainers. 

The Inflation increase will give a 
couple on the basic state pension 
mare than £100 a week for the first 
time. It will also push the total 
social security bill through the 
£100bn barrier. 


Richard fley. UK economist at 
arm. A mro Hoare Govett, the secu- 
rities house, said “while the Bank 
Of En gland prefers to focus on the 
underlying measures of inflation, 
the steady rise in headline RPI 
[retail price index] that this years 
policy tightening has produced 
may have serious inflationary con- 
sequences”. 

^rouging costs increased by 1 per 
cent during September, resulting 
in an annual increase of 9 per cent. 

The main downward pressure on 
the RPI came from fuel and Light 
after the cut in value added tax on 
domestic fuel from 8 per cent to 5 
per cent in the July Budget 
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Microsoft chief 
Bill Gates to 
advise on 
$162m project 

By Simon Targett 
and Christopher Price 

The government yesterday 
pledged £ 100 m <$162m) for 
new computers in the UK’s 
32,000 schools and unveiled 
plans to link every school to 
an internet-based “national 
grid for learning” within five 
years. 

The move coincided with 
an announcement from 
Oftel. the telecommunica- 
tions industry regulator, 
that schools would be 
offered free high-speed con- 
nection to the grid and low 
call charges. 

BOX Gates, the billionaire 
founder of Microsoft, the US 
computer company, has been 
recruited as an adviser to 
the project 

Dennis Stevenson, chair- 
man of the Pearson group, 
owner of the Financial 
Times, who prepared an 
influential report on the 
potential of IT in education, 
welcomed the fact that the 
government was offering “a 
co-ordinated progr am me”. 

The plans, set out in a con- 
sultation document Connect- 
ing the beaming Society , fol- 
low an announcement in 
July that National Lottery 
cash would be targeted 
towards t raining all 500,000 
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Tony Blair (left) chats with Bfll Gates at Downing Street yesterday. Microsoft has agreed to work with BT on the project 


teachers in IT skills by 2002. 

Tony Blair, the prime min- 
ister, said the grid, to be 
launched next year, would 
play a “crucial role” in the 
drive to raise standards of 
literacy and numeracy. 

He said: "Teachers will be 
able to get advice on effec- 
tive ways of toarhfaig chil- 
dren how to read and pupils 
will be able to revise for 
their GCSEs [exams taken 
around age 16] or explore the 
museums of the world for 
their project work.” He said 


the grid would help 
school-leavers to become 
“IT-literate’. 

Only 6,000 schools are cur- 
rently connected to the 
internet and more than one- 
third of teachers feel uncom- 
fortable using computers. 
Nearly half of the computers 
in schools are more than five 
years old. 

By 2002, about 75 per cent 
of teachers and 50 per cent 
of pupils will be able to use 
their own e-mail address and 
the government will be 


looking to introduce mea- 
sures for assessing the level 
of school-leavers' compe- 
tence in ICT - information 
communications technology. 

Mr Gates will contribute to 
the development of this 
teaching resource and Micro- 
soft has agreed to work with 
British Telecommunications 
and RM. the leading supplier 
of IT to British schools, to 
design a centre in consulta- 
tion with government 

Mr Gates, in Britain to 
help the launch of the grid. 


said: “I’m very excited to 
have Microsoft involved in 
helping shape some of the 
strategic thinking behind 
making technology an inte- 
gral part of every aspect of 
British life." 

Ministers hope the grid 
could become a showcase for 
Britain's educational soft- 
ware industry. 

Teachers* unions, while 
welcoming the move, 
warned that schools would 
need to be protected against 
some companies. 


Imports 
of cars 
close to 
record 


By Haig Simonian, 

Motor Industry 
Correspondent 

High September car sales 
pulled in near record 
imports, with vehicles built 
overseas accounting for 
more than 67 per cent of 
registrations. They took 64-7 
per cent in the same month 
last year. 

New car sales overall 
increased by more than 16 
per cent as August’s buying 
euphoria spilled into Sep- 
tember. 

The total of 160.739 regis- 
trations - compared with 
138,059 the previous year - 
suggests 1997 could go down 
as a record for the motor 
industry, hi the first nine 
months of this year, regis- 
trations increased by more 
than 7 per cent to 1.78m 
compared with the same 
period Last year. 

“This shows that retail 
sales are still strong follow- 
ing an excellent August. 
One of the contributory fac- 
tors to these figures most be 
the fact that a lot of custom- 
ers were unable to take 
delivery of their cars in 


September sales up 16% 
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August as they had hoped,” 
said Alan Pulham, fran- 
chised dealers' director of 
the Retail Motor Industry 
Federation. 

The September figures 
revealed particularly strong 
gains for some manufactur- 


ers. Ford, the market leader, 
which performed disappoint- 
ingly in August, made a 
strong recovery. Sales also 
increased sharply at Vaux- 
hall, Peugeot and Renault, 
and Jaguar and Daewoo 
recorded a busy month. 


Conservative 
leader’s speech 
overshadowed 


By Robert Poston 
and John Kampfner 

William Hague's call 
yesterday to the opposition 
Conservative party to get off 
its knees and walk tall again 
was overshadowed last night 
when Lord Tebbit. former 
party chairman, made a con- 
troversial attack on “multi- 
culturalism” and said ethnic 
minorities should give their 
exclusive allegiance to the 
British flag. 

Lord Tebbit received a 
standing ovation at a packed 
fringe meeting last night on 
the first day of the confer- 
ence when he said: “Young- 
sters of all races boro here 
should be taught that British 
history is their history, or 
they will forever be foreign- 
ers holding British passports 
and this kingdom will 
become a Yugoslavia." 

His remarks were in con- 
trast to the first speech by 
Mr Hague to a Conservative 
conference since becoming 
leader in June. “1 want to 
see in our party more black 
people, more Asians,” Mr 
Hague said, lauding “patrio- 
tism without bigotry”. 


But Lord Tebbit was scath- 
ing in his rejection of Mr 
Hague's aim of building an 
inclusive party. “Why do I 
share a party with those that 
advocate sodomite marriage 
or membership of a federal 
state Europe or the rejection 
of the hereditary principle?" 
Lord Tebbit asked rhetori- 
cally. 

There were signs that Mr 
Hague was unwilling to be 
seen to be personally chas- 
tising Lord Tebbit, since he 
withdrew at the last moment 
from a BBC television inter- 
view after the Tebbit furore 
blew up. 

An aide to the party 
leader, explaining why Lord 
Tebbit would not be disci- 
plined. said “this is not 
about financial or personal 
misconduct but a difference 
in policy”. 

But Lord Parkinson, the 
current Conservative chair- 
man, said that “we do live in 
a multi-cultural society and 
our aim is to make it work 
better not to deplore it, so I 
can’t agree at all with Nor- 
man [Tebbit]". 
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Airport 
delays to 
become 
worse 


By Michael Skapkiker, 
Aerospace Correspondent 

Passengers travelling on 
scheduled flights to or from, 
the UK had a 26 per cent 
chance of suffering delays in 
the second quarter of this 
year and the situation win 
get worse, the Civil Aviation 
Authority said yesterday. 

The number of scheduled 
aircraft which arrived or 
departed within 15 minutes 
of their advertised time fell 
to 74 per cent in the second 
quarter of this year, com- 
pared with 80 per cent in 
the same period in 1996. 

The CAA said only a small 
proportion of delays 
resulted from air traffic con- 
trol difficulties. The main 
reason was the 6 per cent 
rise in aircraft traffic in the 
second quarter compared 
with last year. 

Stan Abrahams, the 
authority’s chief statisti- 
cian, said: “The delays wOl 
increase. The more conges- 
tion there is, the less room 
there is for manoeuvre." 
Other causes were missing 
passengers and luggage, 
technical problems on the 
aircraft and adverse 
weather. 

The authority said the sit- 
uation on charter aircraft 
was worse, with 51 per cent 
of flights delayed. 

The proportion of sched- 
uled flights on time at Lon- 
don’s Heathrow airport fell 
to 71 per cent in the second 
quarter, compared with 78 
per cent last year. Average 
delay was 13 minutes, com- 
pared with nine in the sec- 
ond quarter of 1996. Given 
this was the average on all 
flights, the actual delay on 
affected flights was consid- 
erably higher. 

On flights between Heath- 
row and New York’s JFK, 
the carrier with the worst 
record in the month of June 
was Kuwait Airways, with 
average delays of 41 min- 
utes. Air India suffered an 
average 38 minutes on the 
route, followed by Virgin 
Atlantic with 29 minutes. 

United Airlines had aver- 
age delays of 13 minutes on 
Heathrow-JFK flights, 
American Airlines 12 and 
British Airways 11 minutes. 

The punctuality record at 
London’s Gatwick airport 
deteriorated in the second 
quarter, with the number of 
scheduled flights leaving or 
arriving within 15 minutes 
of advertised times falling 
to 70 pm- cent from 74 pea: 
cent last year. The average 
delay was 15 minutes, com- 
pared with 12 in the second 
quarter of 1996. 

The proportion of charter 
flights on time at Gatwick 
airport fell to 42 per cent in 
the second quarter from 46 
per cent last year. The aver- 
age delay on Gatwick char- 
ters rose to 45 minutes from 
39 minutes last year. 


UK NEWS DIGEST 


N Ireland 
talks begin 

Negotiations on the future of Northern Ireland began in 

earnest yesterday as pro-British unio 9?f ts 
full-scale talks with Sinn F&in, the political wing of tire 
Irish Republican Army, for the first time 
tion of Ireland in 1921. The UK and Irish governments and 
all eight Irish political parties presented thefropentog 
positions on three strands - the internal political arrange: 
SSs for Northern Ireland, the role of DubUn fo rihe pr°y- 
ince's affaire and relations between London and Dublin. 
The bone of contention is expected to be strand two, 

with the Ulster Unionists, the biggest unionist party, voic- 
ing opposition to proposed nortb/south bodies to i reflect 
the Irish identity of the Roman Catholic nationalist com- 
John OTJonoghue, the Irish justice min ister, said he -. 
detected “a shared determination to consolid ate the 
peace". Mo Mowlam, the Northern Ireland secretary, 
acknowledged the “size of the challenge ahead . She said 

there remained "substantial disagreements but described 

the atmosphere as “constructive". John Murray Broum 

m LONDON 


Company seeks to sell ground water 

An entrepreneur is to challenge demands for multi-mfll- 
ion po und government subsidies to save London from ris- 
ing ground water, with a proposal to sell the water to 
business. 

Jeremy Bryan, a former executive at Thames Wate r, - 
will next week register a private company to recover 
ground water that threatens to leak into the capital's 
underground railway system and undermine the fbunda- ; 
tions of buildings. 

Mr Bryan, who has struggled to inject competition mto 
the water industry, dismissed a recent plea by London 
com panies and officials for government cash to tackle the 
problem. “I do not see a role for the government I think 
the pasting institutions should manage this themselves. 
There is too much of a temptation to run to government 
when problems emerge,” be said. Leyla Boulton 

■ INDEPENDENT TELEVISION 


Radical stre amlinin g planned 

Independent television companies yesterday drew up 
plans for a radicalstreamlining of decision-making cm 
progr amming in an effort to combat a grad ual fa ll in the 
share of the UK television audience held by ITV, the con- 
sortium of Independent TV com panies . Directors of the : 
companies gave initial approval to a plan to replace the - 
network’s 15 -member broadcast board - which meets 
mon thl y to plan schedules - with a smaller programming 
policy group. The establishment of a policy group is part 
of an effort by Richard Byre, the new chief executive of 
ITV, to make it easier for the network to plan its schedule 
more flexibly. There has been concern that the broadcast 
board has been an unwieldy mechanism for planning the 
schedule, and this is one of the factors b ehind a decline in 
ITVs audience share from 40 per cent to 33 per cent dur- 
ing the 1990s. John Gapper 

■ PENSIONS MIS-SELUNG 


Minister highlights ‘misery’ caused 

The government yesterday threatened new measures 
against companies dragging their feet over pensions mis - 
sel ling as it sought to highlight the human misery being 
caused by the £5bn <$8.1bn) scandal Helen Liddell, a Trea- 
sury minister, sakT'she would “very shortly” announce 
further action, unless laggards made faster progress. She 
was flanked by two victims of mis-6efling who only suc- 
ceeded in getting compensation with the intervention nf a 
trade union. Hundreds of thousands of people were 
wrongly advised to leave occupational schemes, or not 
join them, in the late 1980s and early 1990s. Instead they 
were persuaded to take out personal pension plans which 
did not have the employer contributions. Of the 41 firms 
monitored by the Treasury, only 5 had resolved more 
than 50 per cent of their priority cases by the end of Sep- . 
tember. Christopher Brotm-Humes 

BEEF EXPORTS 


Proposal to lift ban submitted 

The UK will today submit an amended proposal to the 
European Commission for a scheme which would lift the 
export ban on beef from Northern Ireland, government 
officials said last ni g ht Franz Fischler, European Union 
farm commissioner, said at the aid of a visit to the UK 
that agreement on the certified herd scheme would be 
“the first real step” in lifting the 18 -month old ban. The 
scheme has to win a qualified majority in the standing 
veterinary committee, representing member states, which 
meets next month. If it agrees, the ban can be lifted for 
Northern Ireland. If not, the proposal will go to the Coun- 
cil of Ministers for a decision- 
waiter Elliott, president of the Ulster Fanners' Union, 
which represents fanners in Northern Ireland, said: “I can 
see no reason why it can’t go through the political process 
before the end of the year.” Alison Maitland 

INTERNET 


Export success for black pudding 

Black pudding, a sausage-shaped food made of animal , 
blood and suet, is tasting international export success 
because of an advertisement on the Internet Jack Scaife, 
a family butcher, of Keighley in northern England, has- - 
won orders for the pudding - often eaten at breakfast - • . 
from Venezuela, Japan, South Africa, Singapore and Hong 
Kong. Turnover at the company has soared by 20 per cent 
in the past eight months. 

Mitsubishi Electric are announcing an initiative tomor- 
row to help other small businesses start on the i nternet . 1 
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T he revised deal for the 
sale of the former 
state rail network's 
Channel tunnel freight busi- 
ness highlights the problems 
facing privatised freight 
companies in developing 
new markets. 

The new terms, intended 
to persuade the European 
competition authorities to 
approve the privatisation of 
Railfreight Distribution, 
include a promise from the 
UK government to negotiate 
lower rail freight charges 
from Eurotunnel, the 
Anglo-French group. Boro- 
tunnel operates the t unnel , 
and runs car and truck shut- 
tle trains through it under- 
neath the TCngHrfi Channel 
between Folkestone in 
England and Calais in 
France. 

In return. English Welsh & 
Scottish Railway - the com- 
pany owned by Wisconsin 


Sale of part of the former state 
network may affect Eurotunnel’s 
charges, writes Charles Batchelor 


Central Transportation of 
the US which provisionally 
acquired Railfreight Distri- 
bution last March - has 
agreed to make its trains 
available to rival operators. 
If Brussels agrees to the 
revised terms, EWS would 
also repay some of the sub- 
sidy it is due to receive from 
the UK government 
EWS saw the need to 
revise the deal, prompted by 
objections from several 
European rail companies, as 
an opportunity to bring pres- 
sure to bear on Eurotunnel’s 
high rail charges. These are 
regarded as the biggest bar- 
rier to developing Channel 
tunnel rail freight 


When the tunnel opened in 
May 1994, one of its main 
benefits was the creation of 
new long-distance freight 
services between the UK and 
mainland Europe. Previ- 
ously. Britain’s network bad 
relatively few journeys long 
enough to make rail freight 
a viable option. 

But while the tunnel has 
created completely new mar- 
kets for passenger travel, 
rail freight volumes are only 
slightly higher than the 2m 
tonnes previously carried by 
the Channel ferries and are 
well below early forecasts of 
6.5m tonnes a year. 

Fierce competition 
between the Channel tunnel 


and the ferries for road- 
borne freight has meant it is 
much cheaper to move goods 
by road to and from the tun- 
nel instead of using 
long-distance rail freight. 
The Rail Freight Group, an 
industry body, estimates 
that It costs 2 */. times more 
to move a tonne of freight 
through the tunnel by rail 
than by truck on Euro- 
tunnel's freight shuttle. 
Eurotunnel disputes these 
figures. 

Part of the problem is the 
minimum usage agreement 
which guarantees Euro- 
tunnel revenues of about 
£20m f$32.4m) a year up to 
2006 regardless of how many 
freight trains use the t unn el 
It was originally thought 
this cushion would be 
needed for only two or three 
years but it now appears 
likely that It could be needed 
for its entire term. As long 



A 


as freight volumes remain 
below the minimum covered 
by this agreement, there is 
little incentive for Euro- 
tunnel to reduce its rates. 

The government believes 
that persuading Eurotunnel 
to cut its rates will help it 
achieve its aim of transfer- 
ring freight from road to 
raiL 

John Prescott, the UK dep- 
uty prime minister, is 


attemp ti ng to bring pressure 
on Eurotunnel through the 
revised EWS deal as well as 
through separate negotia- 
tions over an extension of 
the Eurotunnel concession, 
by 34 years to 99 years. 

The scale of Railfreight 
Distribution’s losses, still 
running at about Elm a 
week and subsidised by the 
taxpayer, means there is 
considerable pressure on the 


govern men t to complete the 

sale to EWS. 

For EWS, which operates 
most domestic freight ser-. 
vices of the former British 
Raft, acquiring Railfreight 
Distribution is an important 
pari of its strategy to boost 
profits. Its new owners have 
Injected funds and a new 
vitality into the business, 
attempting to win. sin gle - 
wagon and part-train ship- 


; meats, which v BK -found" 

o n pr ofl t able. _ ~ : 

They are . carrying ctuf .“tri-; - ' :' 
ala of tUne-sehsitive super- 
market ! shipments, re-open- .-.]V 
ing links to parts and gnmg 
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P&otoJbint has potential to sdcah-dy 
target a range of abnormal tissues in 
Wy.sucb as diseases like cancer 
or retinal abnormalities. 



In clinical studies, the PbotoPoint drug is 
injected and is subsequently retained by 
target cells, ft remains inactive until 
exposed to a specific wavelength of non' 
thermal red light 



Light is directed at the target area. A 
small Jiodc'bascd system generates ibt 
light, and special devices ddh.tr it within 
the body or on its surface. 



Targeted cells arc destroyed by an mierac- 
von between the drug and the light, with 
minimal known side effects. PboioFbint, 
now m clinical trials, is being developed 
as an outpatient procedure. 
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WE’RE CHARTING A BOLD NEW COURSE IN MEDICINE 


WANT TO COME ALONG FOR THE RIDE? 



Every once in a while, a sea 
change in medicine happens. It is 
the kind of shift that is so funda- 
mental that years later, people will 
say,“WelL, of course, anyone would 
Have seen that was the direction 
things were going!’ 

■At the time, of course; it is anything 
but obvious. Yet there will always be 
some canny investors with an affinity 


for global thinking who will grasp the 
concept and die possibilities. 

While you ponder this homily, 
allow us ro cut to a commercial 

We modestly suggest that were 
poised to become a leader in a whole 
new field of medicine. No business 
plan can guarantee success, of course, 
but our proprietary light-activated 


drugs and devices have the potential 


to treat a wide range of medical con- 
ditions, from cancers to eye diseases, 
in a minimally invasive procedure. 

This technology, which is currently 
being tested in predinical and clinical 
studies in the U.S. and interna- 
tionally, is a more highly- evolved 
version of a procedure known in 
the medical circles as photody- 
namic therapy. But our approach 
is so advanced were branding it 
under a different name. (More about 
that later.) 

To begin with, our procedure uses 
proprietary synthetic drugs because 
they have the potential to be pre- 
cise and controllable. Our patents 
cover broad classes of photoselec- 
rive compounds. 

We are synthesizing these drugs 


to react ro a low-power red light that 
is ideally suited for penetrating body 
tissue. We arc also developing light- 
producing devices designed to be 
compact and affordable, yet allow 
for precise control through sophis- 
ticated software. 

Next, through years of research 
we’ve gained a unique expertise in 
dosimetry This encompasses deter- 
mining the amount of drug to 
adminisrer, the time that is needed 
for the drug to achieve optimal con- 
centration in diseased or target cells, 
and how to control the intensity and 
duration of light This in turn may 
offer the physician considerable 
selectivity in the application of the 
procedure. 

Finally, we have forged strategic 


alliances with some of the most 
respected names in the medical 
industry 

We plan to market this procedure 
under the brand name PhotoPoinL 1 
By working aggressively with our 
corporate partners to create a 
sharply- foe used brand identity 
among the medical and patient 
community, we intend to make 
PhotoPoint synonymous with the 
higfiest standard of control in photo- 
selective procedures. 

Would you like to be part of 
our voyage? We cant think of any 
that will be more exciting. Or more 
fulfilling. 

Learn more about PhotoPoint 
and Miravant at www.miravant.com, 
or call us at 805-685-9880. 


Leam more about Phoiohint'and Miravam (Nasdaq: MRVT) at uww.niravam.com. or call us at So 5*685*9880. 
The company's products require regulatory approval before marketing. 



Miravant 
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THE GLOBAL COMPANY 


IVIanagement 


Creating the global culture 


Time’s up for 
the man from 
head office 

The key to success is to combine corporate culture 
with local knowledge and harness, not obliterate 
national characteristics, writes Tony Jackson 

W hen it comes to areas, snch as integrity and the need to provide a caree 
the nuts and the Unilever code of conduct, ladder for local managers, 
bolts of man- corporate culture takes pre- In addition, be says, th< 
agement, the cedence. increase in dual career ftmri 



Case study ikea and Toys fl 


Wooing the 
world’s fickle 
consumers 


W hen it comes to 
the nuts and 
bolts of man- 
agement, the 
idea of the global company 
can be misunderstood. For 
some, it calls up a picture of 
multicultural monsters, 
uprooting managers of all 
nations and sending them to 
wander the globe. 

The reality is more com- 
plex. The vast majority of 
even the biggest companies 
still have a culture rooted in 
their country of origin. 

Changing that is one of 
the biggest challenges to 
becoming genuinely global. 

As for expatriate manag- 
ers. the situation is the 
reverse. Most companies aim 
not to have more of them, 
but fewer. 

In some respects, the expa- 
triate is a hangover from the 
old days of the multination- 
als, when m ana ger*, were 
sent out from head office, 
like colonial governors, to 
run the overseas posses- 
sions. The aim is now to 
employ local managers who 
have been imbued with the 
culture of the organisation. 

The trick is to achieve a 
balance: to combine the 
strength of local knowledge 
with global reach. 

Richard Greenhalgh, head 
of management development 
and training at the Anglo- 
Dutch consumer group Uni- 
lever. says that in a few 


areas, such as integrity and 
the Unilever code of conduct, 
corporate culture takes pre- 
cedence. 

“Bat you need a balance 
between having a very inter- 
national cadre and having a 
national presence." he says. 
“A few years ago, we were 
concerned that we had too 
many expatriates. Five years 
ago. three of our four busi- 
ness heads in Italy were 
expatriates. Now they're all 
Italian. In a consumer busi- 
ness like ours, that's impor- 
tant.” 

Lowell Bryan, a senior 
partner with Me Kinsey in 
New York, agrees. "Though 
you may want to rotate 
people.” be says, “you tend 
to find they’re most effective 
back in their home country. 
Otherwise you get the ‘cut 


the need to provide a career 
ladder for local managers. 

In addition, be says, the 
increase in dual career fami- 
lies makes ft more difficult 
to move people around. 
“There is often a window of 
Opportunity for people to go 
abroad, but in many cases 
it's for four years," he says. 
“Then the partner wants to 
resume a career, or the chil- 
dren have to be educated, so 
they return.” 

However global the com- 
pany may be, it remains nec- 
essary to manage people dif- 
ferently in different 
countries. Within Europe, 
Mr Greenhalgh says, Uni- 
lever has traditionally been 
much more open with man - 
agers in northern than- 
southern countries, an mat- 
ters saefa • as where they 



Tim Burt and 
Richard Tomkins 

on retailers with 
worldwide reach 


P Outside a handful of companies 
j| even the biggest corporations 
% are dominated by the culture 
% of the home country 


flower* syndrome. People 
start off knowing a lot. but 
then they lose it. And 
they're competing with 
locals." 

The global executive, in 
fact, may be something of a 
myth. According to Mr 
Greenhalgh. the use of for- 
eign talent runs counter to 


stand in the salary scale or 
what their prospects are. 

That is changing , he adds. 
A younger generation of 
managers is more likely to 
have travelled when young, 
and many have taken an 
MBA in the US. 

Nevertheless, local differ- 
ences remain. Steve Red- 


wood. a London-based man- 
agement consultant with 
Price Waterhouse, tells of a 
client who had assembled a 
team from eight different 
countries to work on a proj- 
ect 

“The national stereotypes 
applied,” he says. “The 
people from Switzerland and 
Germany were mainly inter- 
ested in the way the project 
was organised. The people 
from Spain took a much 
more intuitive approach. 
The British displayed a high 
level of scepticism on 
whether the whole thing 
really mattered. Language 
was not the issue. It was 
more basic than that.” 

Behind this lies the most 
fundamental problem of all: 
the fact that outside a hand- 
ful of companies - Mr Bryan 
of McKinsey puts it at 
between a dozen and 20 
worldwide - even the big- 
gest corporations are domi- 
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nated by the culture of the 
home country. 

“Outside that handful”. Mr 
Bryan says, “companies are 
very German, or very Brit- 
ish. or very American. One 
big difference with American 
companies is they assume 
globalisation means Ameri- 
canising the world. Others 
don't have that arrogance.” 

If top management are all 
natives of tbe home country, 
that makes it much more dif- 
ficult to attract and keep a 
global pool of talent. “People 
know when they fit in and 
when they don’t.” Mr Bryan 
says. “That's true even of 
national companies: there's 
a tendency for people to 
have gone to the same 
school, or all have trained as 
engineers. It's even more 
true when it comes to where 
you grew up.” 

The problem lies not in 
attracting people - a tal- 
ented Indian or Korean man- 
ager will typically want 
early experience with a mul- 
tinational - but in keeping 
them. “People will join the 
company to learn," Mr 
Bryan says, “but unless they 
feel they're part of the core 
company, they're going to 
leave, and exploit the brand 
status of the company in 
their next job.” 

Given the importance of 
local cultures within tbe 
global company, an obvious 
question is how to appraise 
and identify talent around 
the world on a consistent 
basis. Unilever. Mr Green- 
halgh says, has been work- 
ing on this for the past four 
years. 


“We've been developing a 
set of 11 management com- 
petencies we can use world- 
wide". he says. 

“The aim is to have a clear 
objective measure of poten- 
tial We measure such things 
as entrepreneurial drive, the 
ability to lead and develop 
others, and integrity, 
Thai makes up a common 
core of behaviours. We’ve 
tested it, and so far it seems 
to be culturally transfer- 
able.” 

The final issue is one of 
communication within the 
global company. The per- 
sonal computer, naturally, is 
vitaL All 20,000 of Unilever’s 
managers worldwide are on 
an intranet, and a farther 
50.000 employees are on 
e-mail. 

But here too. there is a 
paradox. According to Mr 
Redwood of Price Water- 
house, quite a few compa- 
nies are using technology to 
instal what he calls “buff- 
ers”. 

“They use It to provide 
time for reflection and 
understanding, and avoid 
possible loss of face." he 
says. “In the Asia Pacific 
region, the worst possible 
thing is to bring someone 
into a room and present 
them with a question they 
can't answer.” 

In other words, the idea 
that the global company rep- 
resents faceless conformity 
is tbe opposite of 
the truth. The companies 
which succeed in being 
global will be those which 
best understand how to man- 
age diversity. 


A mong international- 
minded retailers, two 
have set the pace: 
Tkog. the Swedish furniture 
chain , a nd Toys R Us, the US 
toy retailer. They have built 
up worldwide networks - 
Ikea in 28 countries. Toys R 
Us in 26 - of “category kill- 
ers”. giant stares which have 
a devastating impact on 
local rivals. 

- Ikea reties on its status as 
a private company to expand 
aggressively with margins 
that would not be tolerated 
by publicly quoted rivals. 
“We work differently from 
US groups which have to 
show their shareholders cer- 
tain growth every year," 
says Anders Moberg, presi- 
dent of Ikea International. 

It is opening 12 new stores 
a year in cities including 
Fr ankf urt, Shanghai, Chi- 
cago. and Wroclaw in 
Poland- A committee of 
senior executives at the 
group's international head- 
quarters in Humlebaek. Den- 
mark, oversees investment 
in new markets and the 
refurbishment or expansion 
of existing stores. 

Responsibility for product 
development and purchasing 
lies with Ikea of Sweden, the 
original company that pio- 
neered the “blond” style of. 
Nordic furniture and fur- 
nishings which has gampA a 
huge international following. 
Its latest contribution is 
Children’s Ikea, involving a 
$25m refit of existing stares. 

A third layer of country 
managers tailors the presen- 
tation and marketing of 
those products in their home 
territories. Country manag- 
ers usually assume control 
for day-feKtay activitiesonly 
when, there - -are more than - 
two stores in their region. 
They are allowed some dis- 
cretion in augmenting the 
basic range of Ikea products 
to meet local tastes. 

At Toys R Us, by compari- 
son. the fickle nature of chil- 
dren’s choices requires more 
latitude for local managers. - 
Toy tastes vary significantly 
between different cultures, . 
says Greg Staley, president 
of the company's interna- 
tional division. For example, 
Asian families like educa- 
tional toys, while American 
children are heavily influ- 


enced by Saturday morning, 
television programmes. 

Some toys, such as Barbie - 
dolls and Lego building sets, 
do well everywhere. But oth- 
ers are less predictable. 
Japan’s Mighty Morphia 
Power Rangers triggered an . 
International craze in 1993 - 
but a patchy one. 

“It was excellent in Aus- '. 

. tralia, excellent in. the UK,- 
excellent in Canada, less 
important in France, and 1 
nearly non-existent in .Ger- 
many,” Mr Staley says. “We 
bind very uneven results all ' 
around the world.” 

Headquarters decides 
whether to open, a new store. 
But local managers take all 
day-to-day decisions on what 
toys to buy. and in what 
quantities: how to market 
them, and how much to' 

. spend on advertising. 

“We really do give them 
great latitude in the manage- 
ment of their business,” says 
Mr Staley. , 

Both companies, have 1- 
strong centrally imposed for- 
mats and procedures, how- 
ever- Ikea has a single logisr 
tics system, funnelling the 
products from its bulk : . 
buying operation into indi-- 
vidoal stores. Toys R Us also ' 
has common stare lay-outs 
and distribution procedures, 
but these have to be flexible 
to suit local markets. - . 

Toys R US’s distribution 
system, for example, is based 
cat the idea that toy manu- 
facturers deliver their prod- 
ucts to centralised distribu- 
tion centres, which . then 
pass them on to the stores. 

In Japan, Toys R Us found 
big warehouses were limited 
in number and very expen- 
sive. so it cut the need for 
warehouse space by having 
same items delivered direct 
to stores and increasing 
replenishment cycles for 
other goods. 

To keep in touch with 
local needs,- Toys R Us’s 
headquarters management 
travels frequently - more 
frequently, in feet, than, the 
three to four visits interna- 
tional managers pay to head- 
quarters each year. “We '! 
believe it’s far better for our. 
headquarters organisation to 
be able to interact with the • : 
country management on. 
their own turf, in their 
stores, dealing with their ' 
day-to-day problems, than to. „ . 
try to rationalise their busi- , ■ 
ness issues sitting here in : - 
Paramua. New Jersey.” Mr 
Staley says. 


Own words 




A multinational cadre of 
managers is the key 


Percy Bamevik is the 
chairman of ABB. the 
Swiss-Swedish engineering 
company, and chairman of 
Investor, the Swedish 
investment group. 

Too many people 
£ think you can 
succeed in the 
long run just by 
Ve?' exporting from 
America or Europe. But 
you need to establish 
yourself locally and 
become, for example, a 
Chinese, Indonesian or 
Indian citizen. You don’t 
need to do this straight 
away but you need to 
start early because it 
takes a long time, it can 
take 10 years. 

Globafisation is a 
long-lasting competitive 
advantage. If we build a 
new gas turbine, in 18 
months our competitors 
also have one. But 
building a global company 
is not so easy to copy. 

ABB has virtually 
finished building its global 
structure. The main task 
now is to bring more 
executives from emerging 
countries in eastern 
Europe and in Asia into 
the higher levels of the 
company. We have 82,000 
employees in emerging 
economies. We have to 
bring the best of these to 
the top. This takes time. 

Building a multinational 
cadre of international 
managers is the key. It is 


one thing for a chief 
executive himself to be a 
global manager. It is quite 
another to persuade other 
executives to think and 
act globally. At ABB we 
have about 25,000 
managers. But not all of 
these need to be global 
managers. We have about 
500. 

Very rarely would you 
get a global manager from 
outside. Of course, 
companies such as Shell 
and International Business 
Machines have such 
people, but there are 
relatively few available to 
hire. Also it’s better if 
people grow up with ABB 
values. It’s difficult to 
digest our culture if you 
have spent 10 or 20 years 
in another company. 

The difficulty Is that 
bosses tend to attract 
clusters of people from 
their own nationality 
around them. They do this 
not because they are 
racists, but because they 
feel co mf o r t a ble with 
people they know best. 
You get a German duster 
or a Swedish cluster. So 
you must make sure that 
when a boss selects 
managers, he considers 
people from other 
countries. And you must 
make sure good people 
from other countries are 
available to him. 

Maiagers have to be 
asked to supply fists of 
potential camfi dates for 



work outside their 
countries. Then, If a 
German manager selects 
four Germans for a task, 
you wifi be in a position to 
suggest an Italian or an 
American and ask him to 
think again. . . 

There’s a disadvantage 
in doing this because you 
lose a little since maybe 


tiisy will ati have to speak 
in bad-Engfish instead of. . 
m Gterman or whatever. ' 
But the : 

advantage is that jjSgh 
you get the best flB 
people in plaice. 

And youbigd a . v . Jr 
global company. .. 

interview by Stefan Wagstyt 
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ARTS 


The alternative city of antiques 

Paul Jeromack discovers a flourishing market for art and antiques in the American capital 


X - wrte going to 

% Washington for 

W an art fair?" a 

■ locaiNew York 

deals- friend 

ask«4 incredulously. “Why 
would 'anyone bother to 
show anything there - New 
York is the centre of the 
market" 

True, enough, but when it 
comes to art fairs and 
antiques shows, Manhattan 
hr glutted with them. The 

leadin g venae for these 

events, the Park Avenue 

Armory off 67th street, is 

hooked solid for the rest of 
the year. It is easy for the 
local collector to lose trad 
of all the shows. 

By contrast, Washington 
is a city of great power, 
co n side rable wealth, and a 
surprising paucity of 
galleries and shops. 

“It’s definitely not a 
‘shopping* city,” admits 
William R. Burris, director 
and organiser of the 
International Fine Art & 
Antiques Fair for America, 
held in Washington last 
month. “In that sense, it*s 


like Maastricht ... there is 

Iftfle there aside from Us 
location and convenience to 
collectors." 

• rc ffik* ot her organisers of 
art fairs, Burris has no 
connection with the art 
world. 

*Tm in the exhibition 
business - everything from 
computers and electronics 
expos to newspaper 
publishing conventions.” 
Although Burris and his 
wife used to live in 
Washington, he returned to 
it in drcuHoos fashion, 
after managing several 
successful fairs in the far 
east. 

“In 1991, 1 did the first art 
and antique fair in China 
under the sanction of the 
Chinese government, which 
wanted to legitimise the art 
trade thane. Julian 


Thompson, deputy chairman 
of Sotheby’s, came over and 
suggested we try Singapore 
next There is tremendous 
wealth in south-east Asia 
right now - in Malaysia, 
Indonesia, Thailand «nrf the 
Philippines - and so we 
launched Tresors: the 
International Fine Art and 
Antiques Pair for Asia’ to 
explore that market We had 
our sixth successful show 
last April, and several of 
our exhibitors there wanted 
me to try a show in 
America. New York, I 
thought was too 
overcrowded with shows 
and I saw Washington as a 
much more attractive 
alternative." 

Extolling his former 
hometown with a touch of 
anti-Manhattan feeling, 
Burris says: “There are 


definitely collectors who 
don't go to art fairs in New 
York City - and they are not 
going to buy from a New 
York dealer. They’ll just bop 
on a plane and go to Europe 
IiatMii- To assume that the 
US market is reached 
entirely through New York 
is like saying the European 
market is readied only 
through the Maastricht Fair 
or Grosvenor House. There 
are a lot of ns, who, when 
we migrated east, did not 
automatically head for 
Manhattan hot came to 
Washington DC out of 
choice." 

Burris describes 
Washington as “a major 
destination city, and very 
accessible to commuters. 

You can get in and out of 
Washington's airports much 
faster and easier than you 


can Kennedy or Newark 
airports. Not every CEO in 
the world has a reason to go 
to New York, bat every CEO 
can find a reason to come to 
Washington." 

Burris has cleverly poised 
his 1998 follow-up show to 
coincide with the annnqi 
World Bank meetings. 
“Normally, Washington is 
not a financial centre, but 
every other year when the 
International Monetary 
Fund meetings are held 
here. 10,000 bankers from 
all over the world (and this 
figure does not include their 
wives) descend. As you can 
see, we are investing in this 
project for the long term.” 

As for the show itself, 
Burris admits that: “We 
hope to get all the bugs out 
the first time . . . there are 
new contractors. 


electricians ... we want to 
see what works here and 
what doesn't” 

The locale, the National 
Building Museum, offers a 
soaring enclosed courtyard 
(“More impressive than that 
Armory, isn’t it?” cracks 
Burris), an ideal 
background for the 40 
exhibitors. The booths were 
of variable quality- Least 
attractive were Badarvn Fine 
Art from Ball, which offered 
indigestible contemporary 
Asian kitsch, and local 
dealer Lynne He atner, who 
showed “master drawings” 
and a battered nrin of a 
Flemish landscape. Most 
exhibitors were of a higher 
level, reflecting the 
conservative, 
English-inspired tastes of 
the majority of Washington 

collectors. Nineteenth 


century European anecdotal 
and hunting paintings 
(MacConnal-Mason and 
Frost & Seed of London) and 
American paintings and 
furniture (Ira Spanierman of 
New York and Wolman & 
Wolman of Alexandria, 
Virginia) featured. 
Contemporary art, too, 
tended towards the 
conservative and figure! as 
shown at Cald well-Snyd er 
and Eleanor Ettinger (both 
of New York)- 
Watch, silver and 
jewellery dealers were very 
much in evidence, the latter 
notably by D-S. Lavender of 
London, which featured fine 
19th century historical 
revival styles to the 
high-voltage glitz of FuJvio 
Maria Sea via of Milan, 
which defied the 
conservative trends and 


tuned out to be one of the 
crowded booths of the fair. 
More rarefied were the 
illuminated manuscripts 
and Mesopotamian 
cuneiform tablets offered by 
Akron, Ohio dealer Bruce 
Ferrari, and old master 
pictures offered by London’s 
Derek Johns. 

Proving that 

Washingtonians are starved 
for night life and shopping 
adventures, opening night 
was packed with more than 
1,000 attendees. Although 
few expensive works had 
been sold by the end of the 
show (most dealers were 
closed-mouthed bat 
satisfied), everyone agreed it 
was a successful start 

“I added more than 20 
new names to my mailing 
list." noted Derek Johns on 
the last afternoon. “All 
collectors I had never heard 
of or seen before. Oddly 
enough, all of the really 
serious people I met wore 
from Betbesda, Maryland. I 
don't know what that 
means, but I'm going np 

there tomorrow." 



Acting cool and riding high on rock ’n’ roll: Jody Abrahams (top) and SaBe Daniels fn ‘Kat and the Kings' 


Theatre 

Nostalgic 
scent of 
youth and 
stardom 

T here is a whiff of Five Guys 
Named Mo about the Tricy- 
cle Theatre at present Kat 
and the Kings, a joyous 
musical imported to the theatre from 
South Africa, haw man y of the same 
ingredients as the Fine Guys recipe: 
toe-tapping songs: sharp dancing; 
blazing energy; good humour and a 
heady puff of nostalgia. Oh, and 
there Is the slenderest of story lines 
to keep thing s moving along. 

The show is based on the experi- 
ences of one of its performers, the 
actm:, singer and dancer Salle Dan- 
iels, who was in a band in Cape 
Town in the late 1950s. In the hands 
of David Kramer and Taliep Peter- 
sen, Daniels' story becomes the tale 
of Kat Diamond. Kat, now 50 and 
shining shoes, is visited by his mem- 
ories of those glory days in 1957 
when he and his baddies farmed a 
band. 

in his memory, the 17-year-old Kat 
hangs around on the street earners 
of District Six, acting cool singing 
songs and riding high on youth and 
the emerge n t rock *n’ roDL But when 
one friend’s older sister, who has 
real talent and determination, 
decides to knock them into shape, 
they have a brief taste of stardom. 

Kat and his friends style them- 
selves the Cavalla Kings after a 
brand of cigarettes (one wonders 
how far a band would get these days 
called 10 Silk Cut or John Player and 
the Specials), polish up their shoes 
and their harmonies and wait for the 
girls to faint in the aisles. - 
There is a sour side to the story; 
the show reminds us of the grim fact 
that, although top of the b01 at a 
hotel tn Durban, the so-called “col- 
oured” performers at that time 
would have to enter the premises 
round the back and spend the day 
working as bell boys. 

But this is not the sort of musical 
to grapple too much with serious 
themes; its main purpose is to con- 
jure up the energy and excitement of 
an era and of being 17 years old; and, 
in this, it excels. 

Of the songs (by Kramer and 
Petersen), “Mavis", an a capella 
number sung by the boys to the 
accompaniment of a pair of shoes, a 
leather belt, two coat hangers and a 
box of matches, is a highlight, as is 
“Lonely Girl”, the Cavalla Kings' 
swoon-inducing slow number. 


The cast of six (Salie Daniels, Jody 
Abrahams, Loukmaan Adams. 
Junaid Booysen, Kim Louis and 
Ricardo Buchenroder) are skilled 
ringers and polished dancers, and 
perform with such energy that exu- 
berance seems a limp adjective to 


describe them. They have great 
charm and appeal, soon turning 
their audience into delighted dance 
hall groupies of the 1950s. And when 
Jody Abrahams, playing young Kat, 
leaps with feline effortlessness from 
the top of a piano over his comrades’ 


heads, one could truly say that the 
joint is jumping. 

Sarah Hemming 

Tricycle Theatre, London NW6, 
until November 8 (0171 328 1000). 


Opera/David Murray 

Verdi etched in blood 


T he new conductor of 
Strasbourg's Op&ra 
du Rhzn, Jan Lat- 
ham-Koenig, chose 
Verdi's Macbeth to open 
their season last Friday. 
That “bleeding chunk" of 
early Verdi (for it always 
seems a brutally com- 
pressed, even fragmented 
version of the Shakespear- 
ean original) has rarely 
looked so blood-bolter'd as 
here, in young Frank Philipp 
Schlossmann's designs - and 
tD constantly diminishing 
effect. 

Fortunately, there was 
more to admire in the actual 
performance (directed by 
Olivier Tambosi): clarity, 
dean dramatic junctures, 
much good singing. The dra- 
matic shape of the opera was 
laid bare, despite the gory 
mess of Schlossmann’s sin- 
gle decor - which leaves no 
room at all for gathering 
horror, being saturated In 
blood from the start 
His set consists of a broad 
spiralling staircase, rising up 
to three-quarters of the 
height of the stage, with 
awkward high-rise steps - 
cheaper, no doubt, than 
more and lower ones - 
between lofty, curving walls. 
Where staircase and walls 
meet, there are yards of 


T he Bush Theatre, 
launching-pad for so 
many new plays 
and new play- 
wrights, is celebrating its 
25th anniversary this 
autumn. The first play to 
mark this is Mackerel Sky 
by Hilary Fannin, a polished, 
peculiar, and entertaining 
95-minute two-acter that, on 
press night, held its audi- 
ence in glee. 

F annin is an Irish actress 
who has worked with 
numerous playwrights, and 
this, her first play, works 
hard - a little too hard, but 
with unmistakable talent all 
the same - to be funny, 
bizarre, and eloquent Funny 
it often Is. “Conceive, Steph- 
anie, cow-ceive," Mamie Bra- 
zil corrects her ardently 
Catholic youngest daughter 
Stephanie, “You open yonr 
mouth to receive Jesus. 
There was nothing immacu- 
late about your conception.” 
And wry: “I walked three 
Irish miles to school every 


blood-red scrawls and 
blotches. The chorus, 
whether playing witches, 
courtiers, servants or sol- 
diers, wear white togs drip- 
ping with blood (except 
when as brave Scottish 
exiles, they get issued with 
freshly-laundered smocks). 

Macbeth's acquired crown, 
in the same designer- 
matched hue, is of smooth 
plastic; it looks like a chil 
dren’s-party hat, or what a 
King Ubu might wear in 

T echnicolo r. Alain Fondary 
sang him dou ghtil y and very 
loudly, without subtle nice- 
ties but with a domineering 
presence: more stentorian 
bass than baritone, more 
heavy monster than daring 
warrior. 

A s his Lady, the 
soprano Nina Rau- 
tio behaved like a 
grand hostess and 
delivered the sort of dark, 
raw-edged voice that Verdi 
wanted. Only her under-pro- 
vided low register disap- 
pointed a little. Too often 
cautious and toneless, 
though her sleepwalking 
scena touched upon some 
deeper colours. The damned 
staircase thwarted both her 
and Roseanne alike. Rautio 
had to pass her nocturnal 


Theatre 

Very busy 
being 
odd 

rain-soaked day to be 

beaten.” 

Mamie, her rifle-carrying 
mother-in-law and her three 
children form a spirited and 
daffy household. The bailiffs 
are coming to repossess the 
furniture, most of the family 
is warring against Mamie, 
and all of them cope in vari- 
ous ways with the long-time 
absence and silence of her 
sailor husband. Even Steph- 
anie finally gives up hope of 
his return: “I imagined walk- 
ing across mackerel skies to 
you," she says lyrically to 
bis spirit, “But even God 
gives up." 

The intense sophistication 


candle to a handmaid before 
sleepwalking up and down 
(there being nowhere else to 
go}, and collected it on the 
way out 

After no less strenuous 
exercise Fondary began to 
sound winded. In the final 
act he had to cut many a 
phrase breathlessly short, 
often a half-beat before the 
orchestra got there (too 
much stair-climbing). Still. 
T -ntham -Ko pnig kept all th*« 

edges tautly drawn, and 
secured a peculiarly crisp 
but balanced orchestral part. 
He incited his Strasbourg 
chorus to tight, incisive 
delivery, and kept his 
orchestra on a barely con- 
trolled lead. 

Best of all were Andrea 
Papi’s heartfelt Banquo and 
Aquiles Machado's rounded, 
plaintive Macduff, with 
Felipe Rojas making a dis- 
proportionate tenor mark in 
Malcolm’s tiny role. Thanks 
to them, the opera found 
temperate human tones. 
They set the rest in a prop- 
erly h uman perspective, and 
while they sang we forgot 
the silly, schematic preten- 
sions of their surroundings. 


Five more performances at 
Strasbourg, between Octo- 
ber 11 and 21. 


and occasional lyricism of 
the Brazils’ talk is what 
gives Mackerel Sky its styl- 
ishness: perhaps over-styl- 
ishness. There is a real 
veneer to even the way 
Mamie's drab neighbour, the 
widower Ted. speaks. 
“You’re my reward for 30 
years with an alabaster vir- 
gin," he says tn proposing 
marriage; but Mamie rejects 
him: "There are no rewards 
for mediocrity." 

The play has irony, 
pathos, poetry, and wit. And 
yet beneath all the gloss it is 
somehow lightweight. Every- 
one is so busy being odd that 
both plot and emotion lack 
tension. Mike Bradwell 
directs his cast of six well 
enough, but cannot remove 
the play's strange imbalance 
of naturalism and staginess. 

Alastair 
Macaulay 

At the Bush Theatre, Lon- 
don W12 (0181-743 3388). 



OPERA 

Deutsche Oper 
Tek 49-30-34384-01 

• Der Riegende Hollander by 
Wagner. Conducted by Christian 
Thielemann in a staging by Gfttz 
Friedrich; Oct 8 

• Der Prinz von Horn burg: by 
Henze. Conducted by Christian 
Thielemann in a staging by G6tz 
Friedrich; Oct 10 

• Madame Butterfly: by PuGtini. 
Staged by Pier Luigi Samaritani; 
Oct 9 


■ AMSTERDAM 

DANCE 

Het Mucriektheater 
Tet 31-20-551 8911 
Lander-Graham-Marin: National 
Ballet programme of four 
20th-century works - Etudes, 
i ^mentation. Embattled Garden 
and Groosland; Oct 11. 12 

exhibitions 

Van Gogh Museum 
Tel: 31-20-570 5200 

Second of four summer 

exhibitions of drawings by Vat 
Gogh. This time it is the turn of 
the wort® produced when the 
artist lived fn Nuenen. 
1883-1885; to Oct 12 


■ BONN 

exhibitions 

Kunst- und AusstefiungshaOe 
der BundesrepubHk 
Deutschland 
Tel: 49-228-917 1200 
m Kunstoalle Bremen: selection 
of important works including 
paintings, sculptures and copper 
engravings from toe collection of 
the Kunsthalle Bremen. Ranges 
from 17th century Dutch painting 
to modem photography; 
to Jan 11 , ^ 

• Sigmar Polke: subtitled Nne 
Three Lies of Painting" this show 
includes some 180 loans, 
documenting Polka's work from 
1962 to the present; to 
Oct 12 


i: 49-30-203090 
/ Orchestra: 
ton Carewe in 
ert and Liszt, 
enff Chorand 
d Lorenz; 


■ CHICAGO 

OPERA 

Lyric Opera of Chicago 

Tel: 1-312-332 2244 
• Nabucco: by Verdi. New 
production staged by Elijah 
MosWnsky and conducted by 
Bruno BartoJetti. Cast Includes 
Maria Guleghina and Samuel 


Ramey; Oct 8, 12 
• Peter Grimes: by Britten. 
Conducted by Mark Elder, 
making his Lyric Opera debut, in 
a staging by John Copley. Ben 
Heppner sings the title role; 

Oct 9 


■ COPENHAGEN 

EXHIBITIONS 

Louisiana Museum of Modem 
Art; Humfebaek 
Tel: 45-4919 0719 
The Louisiana Exhibition 1997: 
New Art from Denmark and 
Scania. First of a planned series 
of shows which will present 
contemporary work from the 
region, this show includes new 
works by around 50 artists; to 
Feb 8 


■ FORT worth 

exhibitions 

Kimbefl Art Musaum 
Tel: 1-817-3328451 
Impressionist and Modem 
Masterpieces: The Rudolf 
Staechefin Family Foundation 
Collection of Basel. First 
American showing of 26 
paintings Inducting Gauguin's 
Nafea Faa Ipoipo (When Will You 
Many?), and works by C6zanne. 
Matisse and Picasso; to Jan 11 


■ LONDON 

CONCERTS 
Barbican Centre 
Tel: 44-171-638 8891 
London Symphony Orchestra: 
conducted by Mark Wlgglesworth 
In works by Anna Akhmatova and 
Shostakovich; Oct 9 


DANCE 

Labatfs Apollo, Hammersmith 
Tel: 44-171-416 6082 
The Royal Ballet Giselle. 
Production by Peter Wright; Oct 
8, 9, 10, 11 

OPERA 

Barbican Theatre 
Tel: 44-171-638 8891 

• The Royal Opera: The Turn of 
the Screw, by Britten. Colin 
Davis conducts a new production 
directed by Deborah Warner. 

Cast includes lan Bostridge; Oct 

8 , 9, 11 

• The Royal Opera: Platee, by 
Rameau. New production 
directed and choreographed by 
Mark Morris, conducted by 
Nicholas McGegan; Oct 10 


■ LOS ANGELES 

CONCERTS 

Dorothy Chandler Pavffton 
Tel: 1-213-365 3500 
Los Angeles Philharmonic: 
conducted by Esa-Pekka 
Salonen in works by Copland, 
Rachmaninov and Sibelius. With 
piano soloist Yefim Bronfman; 
Oct 9, 10, 11, 12 


■ MUNICH 

CONCERTS 
Phnharmonie Gastefg 
Tel: 49-89-5481 8181 
Budapest Symphony Orchestra: 
conducted by Tamfe V&sSry in 
works by Brahms, Liszt, Weber 
and Schumann. With piano 
soloist Nikolai Petrov; Oct 11 

DANCE 

Bayerische Staatsoper 


Tel: 49-89-2185 1920 
Bayerische Staatsbaliett in a 
prog ram me of works by Hans 
van Manen: Concertante, Grose 
Fuge and Black Cake; Oct 12 

OPERA 

Bayerische Staatsoper 
Tel: 49-89-2185 1920 

• Aida: by Vend. Conducted by 
Roberto Abbado in a staging by 
David Pountney; Oct 10 

• Le None de Figaro: by 
Mozart Conducted by Peter 
Schneider in a staging by Dieter 
Dorn. Cast includes Amanda 
Roocroft and Alison HagJey; 

Oct 8. 11 

• Peter Grimes; by Britten. 
Conducted by Jun M§rid in a 
production directed by Tim 
Albery. The title role is sung by 
Philip Langridge; Oct 9 


■ NEW YORK 
CONCERTS 
Lincoln Center 
Tel: 1-212-721 6500 
New York Phillwmonic: 
conducted by KurtMasurin 
works by Mozart and Franck. 
With pianist Helen Huang and 
New York Choral Artists directed 
by Joseph Rummerfelt; Avery 
Fisher Hall; Oct 8. 9, 10 

OPERA 

Metropolitan Opera, Lincoln 
Center Teh 1-212-362 6000 
Manon: by Massenet Revival of 
a staging by Jean -Pierre 
Ponnefle; Oct 8, 11 


■ PARIS 

DANCE 


Op6ra National de Paris, Palais 
Gamier Tek 33-1-43439696 
Paris Opera Ballet in Swan Lake; 
Oct 11 

EXHIBITIONS 

Mus6e cFArt Modeme, Vi Re de 
Paris Tel: 33-1-5367 4000 
Gilbert & George: major 
retrospective of the British 
artists, comprising some 120 
works and spanning their career 
from their meeting at SL Martin’s 
School of Art In 1968 to toe 
“Fundamental Pictures'’ of last 
yeanto Jan4 

OPERA 

Op&ra National de Paris, Op£ra 
Bastffle Tel: 33-1-44731300 

• Aufetieg und Fall der Stadt 
Mahagonny: by Kurt Weill. 
Conducted by Jeffrey Tate in a 
production directed by Graham 
Vick; Oct 8, 12 

• Turandot by Puccini. New 
production by Francesca 
Zambello. Conducted by 
Georges Pr&tre until Oct 13, 
when Fabto Luisr takes over. 

With choreography by Alphonse 
Poulin and designs by Alison 
Chrtty, Oct 10 

Opdra National de Paris, Palais 
Gamier Tel: 33-1 -43439696 
PeUeas et Mefisande: by 
Debussy. Conducted by James 
Conton in a staging by Robert 
Wilson. Cast includes Dawn 
Upshaw; Oct 8, 12 


■ TOKYO 

CONCERTS 
Suntory Hall 
TeL- 81-3-3289 9999 


San Francisco Symphony 
Orchestra: conducted by Michael 
Tflson Thomas in works by 
Copland, Bartok and Brahms; 
Oct 8 


■ ZURICH 

EXHIBITIONS 
Kunsthaus Zurich 
Tel: 41-1-251 6765 
Arnold BBckJin, Giorgio de 
Chirico, Max Ernst: Voyage into 
toe Unknown, comprising 130 
paintings, collages and sketches; 
to Jan 18 


■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (483m) 


EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 


• NBC/Super Channel 
07.00: FT Business Morning 
10.00: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and toe 
financial markets. 

17,30: Financial Times Business 
Tonight 

• CNBC 

0&30 .Squawk Box 
10.00: European Money Wheel 
18.00: Financial Times Business 
Tonight 
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COMMENT & ANALYSIS 


Edward Mortimer 



E uropeans should 
face up to it: the 
world is disap- 
pointed in their 
performance. 

Europe is the cradle of 
western civilisation. And 
post- 1945 western Europe 
has inspired hope in other 
parts of the world by its 
ability to overcome age-old 
conflicts through a new 
form of political organisa- 
tion - the European Union. 
When the cold war ended, 
many believed that Europe 
would flourish further still, 
becoming at last - in 
the jargon of strategists - a 
net exporter of security 
after decades of importing 
it. 

That has proved wrong. 
Europe has continued to 
“import security". Euro- 
peans were unable to pre- 
vent a new bloodbath on 
their own soil, in the former 
Yugoslavia, nor to stop it 
until the US came to the 
rescue. Carl Bfldt, appointed 
as mediator by the EU in 
1995, says in a recent pam- 
phlet that the US has come 
to dominate the Bosnian 
peace process.* It has done 
so, he says, even though it 
“only provided a small part 
of the reconstruction assis- 
tance and committed fewer 
troops than the EU coun- 
tries". 

American strength, sug- 
gests Mr Bildt “lies less in 
an ability to devise strate- 
gies and set out policies 
than in a superior ability to 
orchestrate action and sup- 
port for whatever policy 
happens to be theirs at any 
given moment". 

It is this ability that 
Europe lacks, making it, in 
a phrase that Franz Josef 
Strauss once used of Ger- 
many, “an economic giant 
but a political dwarf". The 
much-touted common for- 
eign and security policy 
rarely gets beyond the 
declaratory stage. 

This is because the US, in 
spite of Its name, is in the 
international context a sin- 
gle state, able to co-ordinate 
its levers of influence and 


A political dwarf 

Although the EU has a common foreign and security policy, 
European countries rarely succeed in making joint decisions 


deploy them in the service 
of a single policy (when it 
has one). 'Hie EU, in spite of 
its name, is not a union in 
the same sense. 

Another contributor to 
the pamphlet, Franz Vran- 
itzky, the former chancellor 
of Austria, puts the point 
clearly: “When a crisis 
erupts somewhere in the 
world, the foreign ministers 
of the EU member states 
start discussing a common 
decision, not on the basis of 
a common evaluation but 
on the basis of 15 different 
evaluations." 

That problem is meant to 
be remedied by the creation, 
under the Amsterdam 
treaty, of a Policy Planning 
and Early Warning Unit 
wi thin the EU council secre- 
tariat. But this will not be 
enough. It does nothing to 
correct the artificial distinc- 
tion created at Maastricht 
between foreign policy 
proper (dependent on inter- 
governmental co-operation) 
and external economic rela- 
tions (handled by several, 
rival, departments of the 
Commission). As Loukas 
Tsoukalis, a third contribu- 
tor to the pamphlet, says - 
these arrangements “almost 
guarantee by themselves 
the ElTs ineffectiveness as a 
world player". 


In the words of the pam- 
phlet's editors, the new 
treaty "puts the articles cov- 
ering common foreign and 
security policy in a more 
logical order". But the two 
elements it introduces - the 
pl anning unit and designa- 
tion of the secretary-general 
of the council as “high rep- 
resentative” for co- 
ordinating policy - will 
make the decision-taking 
structure even more laby- 
rinthine than before. 

Europeans' disappoint- 
ment with their own perfor- 
mance is shared by many 
Americans. It is the main 
theme of a new book by 
John Newhouse. an experi- 
enced and sympathetic US 
reporter.** Noting the fail- 
ure of the treaties of Maas- 
tricht and Amsterdam to 
produce “a great leap 
toward political union”, he 
considers it “unlikely that 
Europe, or any large part of 
it. will become a political 
entity capable of joint deci- 
sion-making". Europe, he 
thinks, probably doesn't 
have “sufficient cultural 
unity to develop any 
approximation of political 
unity”. 

For Mr Vranitzky. what is 
lacking is “the degree of 
mutual trust" needed for a 
real common policy. He 






mm 
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Bildt: the US is dominating the Bosnian peace process 
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LE COLLEZIONI 


T he smoke from 
Indonesia’s forest 
fixes has barely 
reached the skies 
above Jakarta. While mil- 
lions ro ugh and cry from the 
fumes on the islands of 
Sumatra, Kalimantan, 
Sulawesi and Irian Jaya, the 
swing in the capital can be 
blamed only on the peren- 
nial traffic jams. 

Neither has the recent 
crash of the currency, the 
rupiah, nor the slide of the 
stock exchange yet filtered 
through to the man on the 
Jakarta street These finan- 
cial setbacks have so far 
only been felt in the corpo- 
rate boardrooms high up in 
the dozens of brand new 
glass towers. 

Only half a million Indo- 
nesians — out of a population 
of 200m - own shares. And 
only a few dozen families 
control the large ba nks and 
enterprises that have seen 
their unhedged debt sky- 
rocket as the rupiah sank. 

But President Suharto has 
noticed. As his sixth five- 
year term comes to an end - 
mniriwg him. with King Hus- 
sein and Fidel Castro, among 
the world's longest-surviving 
rulers - Mr Suharto has wit- 
nessed an unexpected twist 
in his country’s economic 
success story. 

For the first time in years, 
growth will fall below 7 per 
rant this year and, if the cur- 
rency crisis persists, could 
dip below 5 per cent That 
would have a devastating 
impact on job creation in a 
country plagued by under- 
employment. 

On the political front, riots 
marred parliamentary elec- 
tions in May, spoiling what 
the president had called a 
“feast of democracy". As if 
this were not enough, he has 
had to admit - twice and in 
public - that his government 
has failed to contain the for- 
est fires that have sent a 
choking haze over five 
neighbouring countries in 
the past three months. 

“For that reason, Indon- 
esia, once again, sincerely 
asks for forgiveness." he said 
on Sunday during a military 
parade before an army that 
brought him to power in 
1965 and ensured his election 
in 1967. 

One of his sternest critics 
has also taken notice, both 
of the fires and of the col- 
lapsing rupiah. “So far. 
people don't feel the effects," 
says Abdurrahman Wahid, 
leader of Nahdlatul Ularaa, a 
moderate Moslem organisa- 


thinks such trust can yet be 
built up, but only gradually: 
“This process of gradual 
harmonisation . . . cannot be 
replaced by ‘revolutions' at 
the institutional level. The 
instruments of foreign pol- 
icy are only as good as the 
political will to use them." 

I do not quite agree with 
either view. Yes, political 
unity presupposes a degree 
of cultural unity. But how is 
cultural unity achieved? In 
part, at least, by the experi- 
ence of sharing common 
institutions and the need to 
make them work. 

Certainly that is how the 
prototypical national cul- 
tures of the west - French. 
British, American and, 
arguably, Russian - were 
formed. And Mr Vranitzky’s 
own Austria clearly derives 
its national identity from 
institutions. Without the 
Hatasburg monarchy and 
the post-war republic. Aus- 
tria would be simply a 
region of Germany. 

If Adenauer, Monnet and 
Sebum an had waited for 
European cultural unity 
before forging European 
institutions, there would 
never have been a European 
union. Political will is 
required not only to use 
institutions, but even more 
to create them. 

I agree with Mr Newhouse 
that Europe’s priority in the 
1900s should have been 
enlargement - the inclusion 
of the liberated cousins 
from the east - rather than 
economic and monetary 
union. But at least those 
who believe in Emu have 
had the political will to 
drive it through against an 
enormous weight of scepti- 
cism. Those who believe in 
a common foreign policy, 
like Mr Bildt and Mr Vran- 
itzky, must show them- 
selves equally determined. 

*What global role for the 
EU? Philip Morris Institute, 
6 rue des Patriotes. B-lOOO 
Brussels 

** Europe Adrift , Pantheon. 
$27.50 

Edward MortimenaiFT com 


Fire and 

brimstone 

Sander Thoenes reports on 
Suharto’s economic yvoes 





No laughing matter: Suharto faces many problems 


tion which claims 35m mem- 
bers and is Indonesia’s big- 
gest non-governmental body. 
“Only after a few months 
will the devastating Impact 
of the monetary crisis be felt 
by society at large." 

Foreign investors have 
taken notice too. The gov- 
ernment owes roughly $50bn 
to foreign creditors: this had 
never been enough to worry 
them until it suddenly 
became worth 30 per cent 
more in rupiah terms. 

When the rupiah fell 
below Rp3.000 to the dollar 
in September, Mar’ie 
Muhammad, the finance 
minister, said the govern- 
ment would face a budget, 
deficit of Rp9J200bn (*2-53 bn) 
in the 12 months to March 
1998 unless it made big 
spending cuts. He subse- 
quently announced cuts of 
Rp3J00bn, mostly delays in 
infrastructure projects, but 
has yet to announce others. 
Indonesia is legally commit- 
ted to a balanced budget 

Even before the latest 
rupiah fell, Ida Bagus Sud- 
jana, mines and energy min- 
ister, said the currency crisis 
had raised the cost of subsi- 
dies on oil products to 
Rp3,000bn, nearly a third 
more than budgeted far the 


whole financial year. Mr 
Sudjana said the govern- 
ment might raise domestic 
fuel prices, especially diesel 
oil and kerosene, but he 
called for a cross-subsidy by 

industry of the oil products 
used by private consumers. 
More than 60 per cent of 
rural households rely on ker- 
osene for energy and light- 
ing. Another minister lobb- 
ied for reforms that would 
probably have led to higher 
prices far basic foods. 

Few believe the govern- 
ment will dare upset Indon- 
esia’s poor with a sharp 
increase in prices. But Mr 
Wahid predicts that prices 
will rise sharply regardless, 
because of a severe drought 
and the effect of the falling 
rupiah on import costs. 

“For now there are price 
rises but not yet steep ones,” 
Mr Wahid says. “But work 
stoppages are taking place 
because factory owners don't 
know any more how to cal- 
culate their cost [and fail to 
pay wages]. Workers are 
being laid off Mare impor- 
tantly. a shortage of goods 
will occur because imparts 
will become unaffordable. 
Shop owners are complain- 
ing that they can’t raise 
prices any longer because 
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people won’t buy- People Will 
be angry." On Monday, Mos- 
lem students in Jakarta dem- 
onstrated outside Bulog - 

the state monopoly that reg- 
ulates food prices - demand-, 
ing the resignation of its 
director and a price freeze on 
staple foods- 

Mr .Wahid is not predicting 
a popular uprising. But the 
timing of even limited 
unrest could have a powerful 
Impact on the presidential 
elections in March, he says. 
It could also precipitate a 
backlash. 

“The anger will come, and 
it will come precisely around 
the time the Consultative 
Assembly meets," Mr Wahid 
says, referring to. the. hand- 
picked gathering that will 
elect a president and 
vice-president “The .presi- 
dent is a stubborn main. He 
will cling to power, perhaps, 
taking drastic measures 
against possible competitors, 
including more -restrictions 
an political life." 

17118 week. General Fclsai 
Tanjung, chief of the armed 
farces, gave a hint of what 
might lie in store when he- 
vowed to . crack down on any 
opposition movement that 
disturbed the elections. Mr 
Wahid responds belliger- 
ently: “If there are any 
unconstitutional actions, 
then we will not hesitate to 
use our force to defend 
democracy... We can bring 
2m people to the . streets of 
Jakarta alone. That is my 
warning-" 

Few believe that either the 
outbreak of fires or the eco- 
nomic downturn will be suf- 
ficient to rally support for a 
rival presidential candidate. 
Mr Suharto, 76, has made 
clear he will be running for 
a seventh five-year term. 

But opposition leaders and 
sympathisers alik e predict 
that public unrest would 
undercut his - stature in the 
military and restrict his abil- 
ity to pick a successor when 
the .time comes. Even in bet- 
ter days, the vice-president, 
Try Sutrisno, was foisted on 
Mr Suharto by the army. 

Even- if. it takes two 
months,' Indonesia's fires 
will eventually he put out by .' 
the monsoon rains. But it : 
will not be so quick or so 
easy to end the political and 
economic aftermath of the 
currency crisis. Mr Suharto 
will be left with the delicate 
task of balancing domestic 
concerns with those of inter- 
national investors. He just 
might get his fingers burnt 
in the attempt 
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Employment guidelines for EU 
ambitious and ground-breaking 


From Mr Padraig Flynn. 

Sir, I find your hostility to 
the European Commission's 
employment guidelines pro- 
posal rather baffling (“EU 
job targets", October 6). 

The reality is that the 
Commission has broken new 
ground by calling on mem- 
ber states of the European 
Union to focus their efforts 
on four interlinked lines of 
action - entrepreneurship, 
employability, adaptability 
and equal opportunities - 
and to do so in an integrated 
way and as part of a compre- 
hensive strategy. 

Far from setting detailed 
prescriptive targets for each 
member state, the Commis- 
sion is suggesting that each 
government draw up a 
detailed action plan that 
reflects its own circum- 
stances and national condi- 
tions. 

In order to facilitate the 
monitoring of performance, 
as provided for in the 
Amsterdam Treaty, these 
plans must be drawn up and 
implemented within a com- 
mon European framework, 
although the content will be 


unique to each member 
state. 

The longer-term abjective 
set out in the guidelines is to 
move progressively towards 
an employment rate of more 
than 70 per cent in line with 
those of our principal trad- 
ing partners. We believe that 
it is possible to achieve a 
Union-level employment rate 
of 65 per cent within five 
years. As the guidelines 
make clear, however, this 
can only be achieved on the 
basis of current favourable 
economic outlook and deri- 
sive action by the member 
states themselves to tackle 
labour market rigidities. 

Setting an aim in this way 
is. of course, no guarantee 
that it will be reached, but it 
does nevertheless establish a 
Union-level target which can 
motivate and mobilise policy 
makers at all levels. The 
achievement of demanding 
Emu targets by so many 
member states is a reassur- 
ing precedent. 

What is “foolish" or 
“objectionable" about the 
following ambitious - even 
radical - suggestions that 


are contained in the guide- 
lines? 

• the need to reduce the 
overhead cost of hiring an 
additional worker 

• removing obstacles, espe- 
cially within social security 
regions, to self-employment; 

• making our taxation and 
credit systems more employ- 
ment friendly (“passive 
employment benefit support 
should be regarded as a last 
resort"); 

• improving the service 
offered by employment ser- 
vices to both employers and 
job seekers; 

• increasing participation 
in apprenticeship systems 
and training opportunities 
for the unemployed; 

• improving the status of 
part-time workers; 

• refocusing state aid poli- 
cies on upgrading the labour 
force while respecting Com- 
munity state aid provisions. 

Padraig Flynn, 

Member of the European 
Comndsshm, 

Rue de la Loi 200,. 

B-1049 Brussels, 

Belgium 


Luxembourg deserves EU mention 


From Mr Thierry Uppert, 

Sir, Having read your 
article “Emu: who’s going to 
make it?" (September 30), 
and especially the attached 
table. I was astonished that 
Luxembourg was not men- 
tioned in it 

Even though a very small 
country, Luxembourg is still 
a founding member of the 
EU, and is not doing too 
badly in relation to entering 


the first round of Emu. 

As a daily reader of your 
newspaper, I sometimes get 
the impression that my 
country is economically inte- 
grated with Belgium. While 
this may be the case in a 
number of instances, as a 
sovereign state Luxembourg 
deserves to be at least men- 
tioned. Being a staunch 
European, I hope that In a 
short period of time we will 


aH.be able to speak about a 
united Europe as one “coun- 
try”, but as this is not so at 
the moment; please note that 
the EU consists of 15 mem- 
ber states, and not 14. which 
is what some of your articles 
indicate. . . - 

Thierry Uppert, 

36 Dragan Tzankov blvd, 

EC Delegation, 

BG-4.040 Sofia, Bulgaria 


Get on the line to hold up the train 


From Mr Konrad Tomica. 

Sir, Reading “Deutsche 
Bahn to tackle late trains" 
(October 2) reminded me of 
an interesting conversation 
last year with a DB guard on 
the intercity from Hanover 
to Frankfort The train had 
arrived punctually in Han- 
over, but an unusually long 
stop meant we would be 
more than 20 minutes late 


by the time we got to Frank- 
furt - and I would, and did, 
miss my local connection. 

The guard told me that he 
had learned that a passenger 
in Hanover must by some 
fluke have overheard on his 
mobile phone a DB executive 
telling the Hanover signals 
point over the airwaves to 
hold the train for a few min- 
utes because his taxi was 


stud; In the traffic on the 
way to the station and he 
did not want to wait for the 
next intercity. If he gets a 
bonus he should Invest in a 
more secure communica- 
tions system. 

Konrad Tomica, 
Spessartring 2, 

61381 Friedrichsdorf, 
Germany 
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arms deals 

From Lord CUnton-Dcaris. 

Sir, Your report “Indon- 
esia arms deals approved” - . 
(October 4) needs clarifica- 
tion. 

On May 22, the foreign sec- 
retary announced that we 
had initiated an urgent 
review of the criteria used in 
considering licence applica- 
tions for the export of con- 
ventional arms. On July 28, 
the foreign secretary 
announced the new criteria, 
and said that they would be 
used when considering all 
future individual applica- 
tions for licences to export 
goods entered in Part HI of 
Schedule I to the Export of 
Goods (Control) Order 1994, 
and existing licence, applica- 
tions on which a derision 
had not been made at the 
time of the announcement. 

The criteria will also be . 
applied when considering 
advance approvals for pro- - 
motion prior to formal appli- 
cation for an export licence 
and Ucence applications for 
the export of dual-ns& goods 
when there. are grounds for . 
believing that the user 
of such goods will be the 
armed forces or the internal 
security forces of the reripi-' 
ent country. Of the 15 deci- 
sions referred to in your 
article, one was taken before 
the review was initiated- • 

Quite simply, it would not 
be practicable to publish sep- 
arately details of each and 
every decision on applica- 
tions faran individual 
licence as soon as the deci- 
sion is taken. However, tlris- 
govermneat is committed to' 
the publication of an annual 
report on UK strategic - 
export controls, this will set 
out the state of export con- 
trols and report cavtbeir 
application, in line with our . 
manifesto commitment to ' 
increase the transparency - 
and accountability erf deci- 
sions on export licences far 


Lard Clinton-Davis, 
minister for trade> - 
Department of . Trade and 
Industry, . 

1 Victoria Street, - - 
London SWIHQET.UK 
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Turkish 

plight 


I Turkey is the latest »imn-g <n g 
market to be riding a wave of 
optimism.: Its' 1998 budget and 
! economic, forecasts have sent 
the stock market soaring. But a 
deeper look at these forecasts 
reveals an alarming lack of sub- 
[ stance behind the good news. 

The Turkish stock market 
risen by 20 per cent In the last 
two weeks, and by over 40 per 
cent since the current govern- 
ment took power. Meanwhile, 
foreign investors, attracted by 
I some of the hi ghes t real yields 
In .the world,, have helped drive 
, yields on government bonds 
down by about a fifth. 

On the - surface, there are 
grounds for the new optimism. 
The draft budget, to be pres- 
ented to parliament next week, 

| projects a fall in the fiscal defi- 
cit from over' US$1 7bn (9 per 
cent of GDP) this . year to 
$15. Qm next year. Infla tion is 
| now officially forecast to fall 
from its current level of 85 per 
emit to 50 per cent by the end of 
next year. And an agreement 
| between the government and 
file central bank, due to come 
into force next year, should end 
central bank finanrfng 0 f the 
I fiscal deficit. 

it is not hard to see why the 
financial markets have reacted 
j with glee to such news. Prom- 
ises, though, are easy to make. 
If the substance of reform is 
examined, it swiftly transpires 
that very little is being done to 
make these promises reality. 


Turkish governments have a 
history of breaking their budget 
forecasts. The government has 
given little hope that 1998 will 
be any different Yet Turkey Is 
ripe for fiscal reform, with taxes 
only 15 per cent of gross domes- 
tic product and widespread tax 

evasion. 

There is little chance of curb- 
ing inflation effectively until 
the fiscal position is under bet- 
tor control. But the measures 
announced so far have been of 
marginal value. Fundamental 
reforms have been ruled out by 
a weak coalition government 
unwilling to do anything that 
might harm economic growth, 
with an election a year away. 

The same fear of radical 
action is likely to render almost 
useless the agreement between 
the government and central 
bank. Indeed, in delaying its 
implementation until the begin- 
ning of next year, Mesut Yil- 
maz’s government has already 
damaged its credibility. 

Avoiding painful reform may 
help Mr Yilmaz’s chances in the 
□ext election, but it is short- 
sighted. The capital inflows that 
have boosted the Turkish mar- 
kets could just as easily and 
quickly become outflows should 
reform be seen to be failing . The 
prime minister should realise 
that the long-term future of the 
centre-right coalition is in peril 
if the economy continues to 
deteriorate, and act to fulfil his 
government’s promises. 


Tory travails 


After Winston Churchill's 
calamitous electoral defeat in 
1945, the Conservative party 
was left with lm members. By 
1950 it bad increased that num- 
ber to 2.75m and, a year later, 
the party was back in govern- 
ment 

The task facing William 
Hague, the Tory leader, is big- 
ger stpL Only 18OJ0OO activists 
voted in. the ballot to endorse 
him as leader. On the most opti- 
mistic estimate, the overall 
membership- has fallen to 
400,000. The average age is 64. 

So Mr Hague was right to 
emphasise at the outset of the 
the party's Blackpool confer- 
ence that Conservatives must 
rebuild and modernise their 
organisation. His proposals, 
endorsed by 80 per cent of those 
who voted, call for tighter disci- 
pline at the centre - particu- 
larly as regards allegations of 
sleaze - alongside a greater* say 
for members in the choice of the 
leader and pohdea. 

So for, so good. But if the 
party was clearly outgunned by 
New Labour during the election 
campaign, it would be fatal to 
believe that weak organisation 
is responsible for its present 
predicament At 31 per cent, the 
Conservative share of the vote 
was the lowest this century. 
That reflected a much deeper 
disillusion among the voters. 

So reform of policy needs to 
be every bit as radical as an 
overhaul of its organisation. 
The . starting point must be a 
certain humility about the past. 


It is no good listing past 
achievements without confront- 
ing the fact that the voters took 
a decidedly different view. 

Change must also entail a 
willingness to see the world as 
it is rather than as it might 
have been. Here, Conservatives 
should put a premium on prag- 
matism over dogma. As the 
opposition, they should hairy 
file government But the ground 
should be carefully chosen. 
Devolution, for example, is now 
a fact of H6. The people of Scot- 
land and Wales, who declined to 
elect a single Tory MP, will not 
thank Mr Hague if he does not 
recognise that 
Above all, Mr Hague must 
resist the siren voices of 
RngHsh nationalism heard from 
the Eurosceptic right Lord Teb- 
bit’s unpleasant attack on 
Britain’s multicultural society 
and an appalling suggestion 
from Alan Clark, the Tory MP, 
that the way to deal with the 
IRA was to ‘Trill 600 people in 
one night” offer vivid exam ples 
of such dangerous Hitrwufem- 
Mr Hague, inexplicably, has 
already felt it necessary to rule 
out joining a single European 
currency for 10 years - a stance 
that is neither principled nor 
pragmatic. To fall »w*n the arms 
of little England would simply 
be to invite the voters to punish 
the party again at the next elec- 
tion. Chur chill ’s Conservatives 
won recruits because they were 
ready to adjust to the mood of 
the Mr Hague must do 

the same. 


Steel futures 


Does European steel, long a 
byword for past industrial fail- 
ure, have a future? Europe’s 
steel companies think. so. They 
are patting behind them a repu- 
, tation for heavy losses, big snb- 
! said inefficient practices. 

Following 10 years of restruct- 
uring; a profitable industry is 
emerging from decades of gov- 
ernment interference. 

But this is not enough to sur- 
vive in today's gjobal markets, 
waving pint its house in order, 
the industry urgently needs to 
start looking outwards. As this 

week’s amnwi conference of the 

International Iron and Steel 
Institute has heard, the fastest 
growth In steel is in developing 
countries, notably in east Asia. 
European Union steel makers, 
though long-standing exporters 
to these regions, have been slow 
to invest outside the EU- 

There are signs this is chang- 
ing. British Steel has led the 
way: It has already invested to 
two US mills, and is now consE 
dering a large Indonesian proj- 
ect. Further progress towards 
globalisat ion depends mainly on 
uompanies themselves. But 
here is still much governments 
san do to ' promote a more 
ratwardrlooking industry. 

First, they should ftalfil premi- 
ses to give up state aid. While 
eceni hand-outs have involved 
aodest payments to smaB com" 
aides, they are still unhelpful 
ecause such marginal produc- 
ts must close if bigger rivals 


are to become more efficient. 

Next, governments should 
press ahead with energy liberal- 
isation. There are suspicions 
that some state-owned electric- 
ity groups sell power to steel 
companies on favourable terms 
to protect jobs. Only electricity 
privatisation will create trans- 
parent pricing. 

Further, the Commission 
should ensure EU markets are 
open to imports so producers 
feel the rigours of global compe- 
tition. Recent market-access 
agreements with Russia and 
Ukraine are welcome. 

Finally, the Commission 
should stick to its guns in seek- 
ing to abolish the steel industry 

levy next year. This tax of about 
EculOOm ($lllm) annuall y helps 
ffpnnr» the European Coal and 
Steel Community, the forerun- 
ner of the EU that stm governs 

coal and steel. The money 
mainly supports redundant 
workers and collabor ative 
research. The Commission says 
the ECSC could fund the 
schemes from its very large 
reserves. Bui some members of 
the European Parliament have 
opposed the plan, calling for 
the money to go towards job 
creation. 

Steel should not finance then 
ambitions. Better to cut the psy- 
chological tie with a bygone era 
of insularity and state domina- 
tion, and use the research funds 
to encourage links with steel 
makers In developing countries. 


COMMENT & ANALYSIS 


The euro -creature 

Europe’s economies are recovering but, Robert Chote argues, they 
are diverging too much to ensure Emu gets off to a smooth start 


T he European economy 
is pulling out of the 
doldrums. Growth is 
set to reach 2.5 per 
cent this year and to 
rise farther in 1998. That is good 
news as for as it goes. But the 
average masks big differences in 
performance: the continent's big- 
gest economies remain sluggish, 
while some of the smaller ones 
are in danger of overheating. 

And those differences could 
pose serious problems in the 
early years of Europe's economic 
and monetary union. Europe’s 
proposed single currency, rather 
like an economist's version of 
Frankenstein's monster, is 
starting to look like an attempt 
to create new life out of old body 
parts. In less than 15 months the 
creature will be unveiled. Europe 
will then find out if it is destined 
to be a force for good or. like its 
fictional counterpart, its creators' 
□emesis. 

But, in a novel twist on the bid 
story, the creature is showing 
signs of life even before work on 
it has finished. Some of the single 
currency’s benefits have mani- 
fested themselves already: 
Europe is enjoying stable 
exchange rates and low inflation. 
So too have some of its costs: 
interest rates are converging at a 
time when Europe's economies 
are a different stages of growth 
and recovery, and hence there 
remains a need for different rates 
in different countries. The body 
parts do not fit together as well 
as Frankenstein might wish. 

As a precondition for the cre- 
ation of a stable euro, the Maas- 
tricht Treaty laid great emphasis 
on the need for national ftnflatinn 
rates and budget deficits to con- 
verge at low levels. This is what 
has happened. Look at the 11 
European countries that are plau- 
sible participants in monetary 
union from the outset The Inter- 
national Monetary Fund predicts 
that their inflation rates this year 
will vary from a low of LI per 
cent in France to a “high" of 22 
per cent in the Netherlands. As 
recently as 1990 the gap between 
highest and lowest would have 
been almost 10 times as large. 

But this convergence masks 
stubborn differences in underly- 
ing economic conditions, both in 
structural rates of unemployment 
and cyclical levels of economic 
activity. Those differences raise 
the question: is Europe really 
ready for a “one size fits all" pol- 
icy? 

Formally speaking, the partici- 
pants in monetary union should 
sot be committed to a common 
interest rate until the single cur- 
rency comes into being on Janu- 
ary 1 1999. But interest rate con- 
vergence has been accelerated by 
the recent meeting of European 
financ e ministers In Luxem- 
bourg. They decided that the 
bilateral exchange rates at which 
first- wave participants in mone- 
tary onion will be locked 
together should be announced 
next May when the “ins’* and 

“OUts’’ are namnd. 

As long as the investors remain 
confident that monetary onion is 
going ahead - and that the pro- 
posed bilateral rates will not be 
changed during the rest of 1998 - 
futures markets will reflect the 
feet that currencies will be 
locked together from January l 
1999. Forward interest rates 
should also be identical from that. 
day, for January 1 1999 onwards, 
barring any small variations that 
reflect perceptions of default risk 



in each country. 

But It will still be possible for 
interest rates to differ from one 
country to another: central banks 
can still influence these rates 
through money-market 
operations, as they do now. But 
with long-term exchange and 
interest rates as good as elimi- 
nated by the May announcement, 
spot exchange rates should 
adjust automatically so that 
there is no incentive for investors 
to move into another euro-area 
currency to take advantage of 
higher interest rates. 

Europe's central bankers are 
well aware of this. They also 
know that short-term interest 
rates affect economic activity and 
inflation because of their impact 
on longer term rates as welL So 
from May, when longer-term 
rates will be determined by con- 
ditions in the putative euro-area 
as a whole, the weapon of domes- 
tic monetary policy will only sur- 
vive in drastically weakened 
form. 

This suggests that national 
policymakers might as well for- 
swear domestic activism right 
away and opt to manage the tran- 
sition to a single interest rate in 
co-ordinated fashion. This should 
help minimise investors’ uncer- 
tainty. “After May, monetary pol- 


icy is likely to be explicitly co- 
ordinated, and even before May it 
is likely to be seen as semi-coor- 
dinated ," argues Gavyn Davies, 
chief economist at Goldman 
Sachs in London. As one leading 
European central banker points 
out, there will be plenty of oppor- 
tunity for central bank governors 
and presidents to meet infor- 
mally in the run-up to May and 
beyond. 

The Bundesbank will play a 
central role in this process. Its 
senior officials accept publicly 
that in coming months they will 
have to set monetary policy with 
reference to the needs of the 
euroarea as a whole rather than 
Germany alone. 

Goldman Sachs expects the 
German repo rate to rise from its 
current 3 per cent to 3.4 per cent 
by the end of this year and 4 per 
cent next May. Most analysts 
expect rates in the would-be euro 
area to converge at around 4.5 
per cent, not far from their cur- 
rent weighted average. 

This implies big shifts. Look at 
the starting points. At the end of 
last week Germany, France, Fin- 
land and the Netherlands ail had 
three-month interbank interest 
rates of less than 3.5 per cent 
But Spain, Italy, Ireland and Por- 
tugal had rates of between 5 and 


gr owth rates differ 
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7 per cent In other words, rates 
would rise for the first group and 
fall sharply in in the latter, accel- 
erating an existing trend. 

Would such movements suit 
differing national ci mimctnnrpg ? 
“Only in two countries - the 
Netherlands and Italy - would a 
rapid convergence of short-term 
interest rates be justified on 
domestic fundamentals,'' argues 
Richard Reid, chief European 
economist with UBS in London. 
“In Germany and France it would 
exacerbate the problems being 
faced by weak domestic econo- 
mies. while in Ireland. Portugal 
and Spain it would cause a 
build-up of inflationary pres- 
sures." 

Cyclical differences within the 
European economy can be illus- 
trated by looking at the extent to 
which output of goods and ser- 
vices in each country exceeds or 
falls short of the “potential" level 
which economists assume to be 
consistent with stable inflation - 
the so called output gap. 

In its most recent forecast, the 
Organisation for Economic 
Co-Operation and Development 
predicted that output would be 
more than 2 per cent below 
potential this year in France, 
Italy, Spain, Belgium and Luxem- 
bourg. Germany, Austria and 
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emptoying Strong, the new man 
knows lie's going to be closely 
' watched. One pay-off may be 
unfortunate; two could be 

terminal. 
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Off-roadex 

]M Japanese era- maker Nissan 
hasn’t done badly in the US, 
though lately its marketing has 
been mere impr essive tYum its 
sales figures. Its quirky “Enjoy 
the, Ride"- campaign has turned a 
lot of heads,- but hasn’t turned - 
.thepanters'st^K towardstfce 
'showrooms. It looks like Nissan 
MotarT3S ; chief executive Robert 
Thomas has paid the jui ce. 

nh the razzmataz2, NJssaa 7 s . 
Altima saloon, which it buflds-in 
Tennessee, te’hemgleft on the - 
hard shoulder by Toyota’s 
.Camry rod Honda'S new Accord. 
Even its Pathfinder - hi the 
fashionable sports/utility bit of 
..the market - has lost the, way. 

-•‘The official line is that the 
-.former Ford man has quit to 
pursue other interests". He 
won't be'idle ^in June, 
Pr«dd^<ninlmput hnn on a 
sevffi^trong panel that is 
supposed to stomp tbe country * 
for ay^rthen- come npwtth 
clever wheezes oahbwto dose . 
America's racial divide. •; 

: ^MinoruNakamura' wcm'tbe 

idle eithen he is adding 
Thomas’s job to his current 
. duties as president of Nissan 


Neath America. Life won’t be - :-, 
easy for the 33-year company ^ 
veteran - Nissan has been 
1 pitching hard in the saloon car v ' 
market, which is a pretty sticky 
place just now as Americans 
seem to want to drive about in 
sporty four- wheel-drives. 
Something to do with the urban 
jungle, no doubt 


Custom cars 

■ Vietnamese officialdom can’t 
seem to get the hang of being 
hehtfblto foreigners - not even 

Ford, one of the largest US 

investors, in Vietnam with a ' 
SKBoi i Assembly plant almost 
completed. ' • 

The company had been 
looking forward to Vietnam’s „ 
annual auto .show - but when it 
started yesterday, the Ford stand 
stood empty,- Customs had Y f 

refused to allow the company's 
- exhibits into the country 
because they were right-hand 
drive: officials said only .. . 

: left-hand drive cars could be 
allowed into Vietnam, 

Appeals by Ford went aB the 
way to the. top. and yesterday - 
premier. Phan Van Khai ordered 1 
.the bureaucrats to let Ford show 
off its nKjtors, which should roll 
in today, An bid Vietnamese" : : - 
. proverb about local autonomy . 
says ffie.emperra-’s authority, 
stops at the village gate - at " 
least' nowadays the boss . 
sometimes kicks the gate down. 


Portugal would be more than l 
per cent below potential, Finland 
would be 0.4 per cent below 
potential, while Ireland and the 
Netherlands would be slightly 
above potential 

Growth rates also vary mark- 
edly from country to country. 
Spain may have a relatively large 
output gap, but accelerating 
domestic demand means it is on 
course for uncomfortably strong 
annual growth of about 4.5 per 
cent As in several other Euro- 
pean countries, buoyant exports 
have prompted stronger domestic 
investment, job creation and ris- 
ing consumer confidence. In the 
Netherlands, pre-election tax cuts 
are set to add further fuel to 
already strong consumer spend- 
ing. 

“The Netherlands and Spain 
are set to grow much faster than 
the euroarea as a whole," argues 
David Mackie at JP Morgan. 
“With no room to tighten mone- 
tary policy, they should be tight- 
e ning fiscal policy in the year 
ahead. Yet in the Netherlands fis- 
cal policy will provide an out- 
right stimulus to demand next 
year, while in Spain it will be 
broadly neutral." 

With a few exceptions, 
Europe's smaller economies have 
outperformed its larger ones for 
some time. Domestic demand in 
France. Italy and Germany has 
risen by less than 1 per cent a 
year on average over the last five 
years. The IMF blames this 
“exceptional sluggishness" on 
timid interest rate cutting, reluc- 
tance to tackle labour market 
rigidities and over-reliance on tax 
increases to reduce government 
borrowing. 

But prospects for the big econo- 
mies do look brighter. “Output in 
both Germany and France is proj- 
ected to rise by 2.75 per cent in 
1998 - growth that would narrow 
output gaps, though only mod- 
estly. for the first time since 
1994, " the IMF said last 
month. 

Exports re main the mainstay of 
recovery in Germany, with High 
unemployment and weak dispos- 
able income growth suggesting 
that the second quarter spurt in 
consumer spending is probably 
unsustainable. Hopes that the 
pace of economic expansion in 
France will accelerate through 
the rest of the year were buoyed 
by last month's upbeat Insee sur- 
vey of manufacturing prospects. 
Consumer confidence in France 
has picked up sharply since the 
general election, but needs stron- 
ger employment growth to under- 
pin it. 

Differences in domestic eco- 
nomic conditions suggest that 
several countries will find con- 
vergence to a single euro-area 
Interest rate uncomfortable. 
Inflexible labour markets and 
unresponsive fiscal policies mean 
that these differences are likely 
to persist for some time within 
the monetary union, producing 
painful shifts in competitiveness. 

This was always going to be 
the case. Very few economists 
would describe the broad mone- 
tary union which looks set to 
emerge in Europe as an "opti- 
mal" currency area. It lacks the 
flexibility and mechanisms for 
fiscal redistribution which have 
helped other large currency 
areas. . In coming months Euro- 
peans may, like Dr Frankenstein, 
realise that, because of the way 
they have designed their crea- 
ture, it will be harder to control 
than they Had ever imagined. 


100 years ago 

Eveafostbng Blotting Paper. 

: The "Everlasting Blotter” and' 

' Advertising Company Limited 
is evidently confident of its 
' powers to absorb rapidly the 
£10,000 of capital, for it has 

been content with one 
obscure publication of its 
prospectus. The idea is to take 
over a patent substitute for 

blotting-paper, which ia 
described as combining 
“wonderful absorbent 
qualities with considerable 
weight" so that it “can be ‘ % 
used as combined 
blotting-pads, rulers and . 
paper-weights . If Mr Nash 
has been able to produce this 
quality of blotting-paper, we 
do not see why be should stop 
there. Tte material might 
also be utilised as office ■ 
ftrtnjiure, carpets and cigars. 

,50]^9isi^p 

Minion To Argentina ; 
Buenos Aires: Britain may 
• take an active part in 
Argentina's five-year plans. A 
local report states that a 
British mission romprising - 
industrial and financial . . 
experts wID arrive at Buenos . • 
Air® at the end of October in 
order, it is said, to study ./• 
Argentina's requirements of. , 
•industrial equipment and •/. 
essential material* Britain’s ~ 




contrasts with the alacrity 
wherewith Ainericah. . ■ , . 
■ technicians offered - - - 
cooperation 12 months ago.; 
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‘Nearly man’ tipped 
in South Korea poll 

Veteran in fourth attempt on presidency 


By John Burton in Seoul 

Kim Dae-jung, veteran leader 
of South Korea’s centre-left 
opposition, is making his 
fourth attempt on the presi- 
dency in 30 years. 

TTie difference this time is 
th e sep tuagenarian democracy 
campaigner Is the frontrunner. 

As his popularity grows, so 
the ruling New party (NKP) 
steps up its attacks on Mr 
Kim. Yesterday the NKP 
accused him of controlling a 
secret illegal $73m political 
slush fund. Mr Kim described 
the allegations as “nonsense". 

Yet until recently, few ana- 
lysts would have predicted 
that Mr Kim had a chance of 
achieving the first peaceful 
transfer of power sinc e South 
Korea was founded in 1948. 

The latest opinion polls sug- 
gest he is consolidating his 
lead. His 36 per cent backing is 
his best showing yet and 
higher than the one-third vote 
he received in his last presi- 
dential bid in 1992. His closest 
rival in the five-man field has 
24 per cent and more than 60 
per cent of Koreans now 
believe he will be elected 
president on December 18. 

The reversal in Mr Kim's for- 
tunes has been helped by dis- 
array In the centre- right gov- 
ernment camp. "He is winning 
by default.” said Leland Rhee 
Timblick, an analyst with SBC 
Warburg Securities in Seoul. 

Lel previous campaigns a 
united governing party easily 



Frontrunner: Kim Daejung 

trounced a divided opposition. 
Now the ruling party appears 
irretrievably split 

Lee Hoi-chang. the govern- 
ment candidate, is competing 
for votes against Rhee In-je, 
who left the NKP last month 
to stand as an independent 
after finishing second at the 
NKP nominations. 

The crowded field benefits 
Mr Kim, who can always rely 
on an intensely loyal base of 
support in his native 
south-west Choi la region, 
which accounts for a third of 
the electorate. 

Mr Kim is an experienced 
campaigner with a populist 
touch. His skilftxl televised per- 
formances have overshadowed 
those of his wooden and aloof 
opponents. The favourable 
impression has been aided by a 
strong campaign, in contrast 
to the bitter political infight- 
ing among the conservative 
candidates. Mr Kim has also 


been able to tap growing pub- 
lic disillusionment with the 
government, which fra* been 
mired in corruption 

The NKP's Mr Lee has faltpo 
victim to an angry public 
it was alleged that bis sons 
escaped mflttary draft by fall- 
ing the army medical a**™ 
due to deliberate weight 

Government efforts to revive 
suspicions that Mr Kim is a 
radical with sympathies for 
communist North Korea have 
badly backfired among a cyni- 
cal public. 

Mr Kim may now have a 
chance to remove lingering 
doubts about his patriotism 
and clinch the election in the 
process. Kim Jong-pti, the 
most cons ervativ e of the presi- 
dential candidates, might soon 
form an alliance with Kim 
Dae-jung as part of a deal to 
introduce a parliamentary sys- 
tem to replace a strong execu- 
tive government in the next 
administration. 

Although Mr Kim Jong-pil's 
support is only 4 p er cent, his 
endorsement would assure 
conservative voters of Mr Kim 
Dae-j ting's qualifications to 
govern - secret police estab- 
lished by Mr Kim Jong-pil 
twice tried to MU Mr Kim Dae- 
jung in the 1970s when he was 
an opponent of the military 
government. 

Many believe backing by the 
former spy chief could well lift 
Air Kim's support to more than 
40 per B>nt, making Wa cam- 
paign unstoppable. 


European carriers in protest 
over US aircraft service plan 


By Michael Ska pinker, 
Aerospace Correspondent 

European airlines have asked 
Brussels to protest against pro- 
posed US legislation which 
would limit the number of for- 
eign companies allowed to ser- 
vice US aircraft. 

The hilL the Aircraft Repair 
Station Safety Act, proposes 
that the Federal Aviation 
Administration be empowered 
to grant certification to foreign 
repair stations only if aircraft 
need to be serviced there as 
part of their international 
travel. 

This would mean that repair 
companies at busy interna- 
tional airports, such as Lon- 
don’s Heathrow and Frankfort, 
could be certified because they 
are dealing with aircraft which 
need to be serviced so that 
they can fly back to the US. 

However, certification might 
not be granted, for example, at 
Shannon airport in Ireland, 
which has a busy aircraft ser- 
vicing business even though it 
is not an important interna- 
tional dest i nation. 


The Association of European 
Airlines has written to Nefl 
Kinnock. the EU transport 
commissioner, saying the pro- 
posed legislation aims to pre- 
serve American jobs rather 
than improve aircraft safety. 

Legislators in Washington 
say the law is necessary to 
ensure the safety of US air pas- 
sengers. Senator Arlen Specter 
said: “This legislation would 
change current regulations so 
that US aircraft are repaired to 
the maximum extent possible 
by professional US mechanics, 
properly trained and super- 
vised, using certified parts." 

He said the legislation would 
help US aircraft to avoid being 
fitted with uncertified or 
“bogus" parts. 

Mr Specter said the legisla- 
tion was designed to dose a 
loophole created by FAA rules 
promulgated in 1988. He said: 
“The 1988 rules have resulted 
in a situation where FAA certi- 
fication - the highest seal of 
approval in the world - is 
much too easy to obtain. 

“Prior to those changes, a 
foreign repair facility tod to 


demonstrate that there was a 
need to service aircraft 
engaged in international travel 
before they could get certified. 
But now a station can receive 
FAA certification far the sim- 
ple goal of attracting US busi- 
ness." He said these foreign 
stations were “stealing US jobs 
and could potentially jeopard- 
ise aviation safety". 

The European association 
told Mr Kinnock its members 
were “highly Irritated by these 
statements which imply, inter 
alia, that European aircraft 
mec h an ics are nei t her profes- 
sional nor properly trained”. 
The association added: "The 
hidden agenda clearly com- 
prises job protection and eco- 
nomic protectionism." 

Hie Commission said ft was 
studying the association's let- 
ter. The FAA declined to com- 
ment on the legislation but 
said it would make its position 
known when it gives evidence 
to a public hearing on the bill, 
due to take place in Washing- 
ton tomorrow. 
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Day of high 
drama as 
Prodi 
battles to 
hang on 

By James BStz in Rome 

Romano Prodi, the Italian 
prime minister, was last night 
fighting to save his 17-month- 
old administration from col- 
lapse after the neo-Commanist 
party on which he depends for 
a majority said ft would defi- 
nitely not support his 1998 
budget. 

In a day of high drama in 
the Italian chamber of depu- 
ties, Fans to Bertinotti, the 
leader of Recon s tr u cted Com- 
munism (HO, ftakj during a 
confidence debate that six 
days of negotiations with the 
government had failed to pro- 
duce an agreement 
"We wUl vote against this 
budget” said Mr Bertinotti, 
whose party represents the 
harcHeft group created after 
the Italian Communist party 
broke up In the early 1990s. 

As the debate progressed 
into the evening, deputies 
were waiting to see whether 
parliament would be forced 
Into a vote of no confidence in 
the Prodi administration. 
Such a vote could trigger elec- 
tions later this year. 

However, some Italian com- 
mentators speculated that 
Oscar Luigi Scalfaro, the Ital- 
ian president, who has ulti- 
mate power over the creation 
or dissolution of governments, 
could still ask Mr Prodi to try 
one more time to reach a bud- 
get deal with KC. 

Mr Bertinotti also appeared 
to leave open a small window 
of hope that a deal could be 
reached, saying that he did 
not want the government to 
accept all BCs proposals, "but 
just one that indicates the 
government’s position has 
changed”. 

Financial markets continued 
to take the view throughout 
the day that Mr Prodi would 
ride out the crisis, although 
their mood was dampened by 
signs of a tougher position 
from RC near the end of trad- 
ing. The main Milan stock 
exchange index closed 0.17 per 
cent lower after volatile 
trading. 

Earlier Mr Prodi warned 
deputies in an impassioned 
one-hour speech that the gov- 
ernment would not turn back 
from the course it had set to 
join European economic and 
monetary union next year. 

At the heart of Mr Bertinot- 

ti's objections to the budget is 
the proposal that spending on 
pensions should be cut to 
ensure that Italy's application 
to join Emu is snstainable. 

But Mr Prodi said: "We can- 
not torn back, and we do not 
have the right to abandon the 
objectives we have set our- 
selves. What we do not want 
is that, as a result of the mis- 
understandings we have In 
this place, the country ends up 
paying a price that Is too high 
and unjustified." 


FT WEATHER GUIDE 


Europe today 

Southern Scandinavia and the Baltic 
states will start cloudy and wet, but 
the region will become showery with 
occasional sunny spells from the 
south-west. Northern Scandinavia 
will be cold, but it will be dry with 
some sunny periods. 

Northern France, southern England, 
Wales and the Low Countries will be 
cloudy, with rain moving in from the 
west. The rain will be heavy for a 
time and there will also be strong to 
gale force winds. 

The Mediterranean will generally be 
very warm and sunny, but southern 
Italy and Tunisia will have some 
thundery rain. The rest of Europe will 
be dry wtth spells of sunshine. 

Five-day forecast 

A series of rapidly moving systems 
will sweep eastwards across much, 
of western, central and eastern 
Europe over the next few days, 
bringing periods of rain and blustery 
winds, with brief dry spells. 

Northern Scandinavia and the 
Mediterranean will remain largely 
settled and dry. 

TODAY’S TEMPERATURES 
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Situation a midday. TampentturBS maximum lor day. /forecasts by PA WoadwCantm 


Abu Dhabi 

Accra 

Algiers 

Amsterdam 

Athens 

Atlanta 
0. Aires 
Etium 
Bangkok 
Barcelona 


MaxfcnuiV 
Cnidus' 
sun 30 
fair 31 

<i*20 

ram 19 
thunder 24 
fair 30 
sun 21 
rain 17 
thunder 33 
sun 24 


Boffng 

Belfast 

Belgrade 

Berlin 

Bermuda 

Bogota 

Bombay 

Brussels 

Budapest 

Chagen 

Cabo 

Caracas 


sun 21 
fair 15 
fair 24 
fair 18 
fair Z7 

thunder 21 
lair 33 

cloudy 19 
fdr 23 
rakt 14 
5U(1 27 
sun 31 


Cardiff 

Casablanca 

Chicago 

Cologne 

Dakar 

Oates 

MM 

Dubai 

Dublin 

Dubrovnik 

Edinburgh 

Faro 


thunder 16 
fair 25 
fair 23 
rain 21 
fair 32 
fair 26 
fair 28 
Bun 40 
cloudy 18 
shower 22 
fair 14 
fair 24 


No global airline lias a younger fleet. 

Lufthansa 


Frankfurt rdn22 

Geneva fair 20 

Gibraltar fakZ 4 

Glasgow shower 15 
Hamburg rein 16 
Helsinki rain 8 

HongKong shower30 

Hondufci fair 31 

Istanbul sat 23 

Jakarta thunder 32 
Jersey shower 21 
Johannesburg fair 23 
Karachi «si36 

Kuwait fek34 

L Angeles sun 23 
Las Palmas sun 27 
Lima sun 22 

Lisbon fdr 25 

London rain 18 

LuxJboura doudy 18 
Lyon thunder 25 

Madeira «undar2S 


Madrid 

Majorca 

Malta 

Manchester 

Manfla 

Metboume 

Mexico City 

Miami 

hfflan 

Montreal 

Moscow 

Munich' 

Nairobi 

Naples 

Nassau 

New York 

Nice 

Nicosia 

Oslo 

Paris 

Perth 

Prague 


sun 24 
Sun 28 
doudy 27 
shower 18 

thunder 32 

sun 21 
blunder 25 
sun 32 
shower 22 

fair 10 
cloudy 6 
doudy 23 
thunder 27 
•tower 25 
fair 32 
Wr 23 
sun 25 
sun 28 
rah 13 
shower 18 
shower 22 
(air 21 


Rangoon 

Reykjavik 

flto 

Borne 

S. Frsco 

Seoul 

Singapore 

Stockholm 

Strasbourg 

Sydney 

Tangier 

Taf Aviv 

Tokyo 

Toron to 

Vancouver 

Venice 

Vienne 

Warsaw 

Washington 

Wellington 

Winnipeg 

Zurich 


thunder 32 
rain 8 
sun 29 
ctoudy 27 
fair 19 
sun 19 
thunder 31 
ra*i 13 
rain 19 
fee 22 
fair 25 
sun 30 
fair 22 

fair 22 
ram 13 
cloudy 20 
fair 22 
ctoudy 19 
sun 25 
fair 13 
shower 21 
to* 21 


THE LEX COLUMN 

Chinese whispers 


Remember the tan fare with which 
Cable and Wireless announced its 
China Telecom deal tn Jane? Not 
only did C&W sell 65 per cent of its 
Hongkong Telecom stake for cash; 
more importantly, it held out the 
prospect or swapping an even huger 
p fruni^ of HET shares tor shares in 
China Telecom (HE), China Tele- 
com's soon-tobe-fioated Hong Kong 
vehicle. Ail this to cement a good 
relationship with Beijing after the 
handover of the British colony and 
prepare the way for C&W to get its 
hands on juicy opportunities inside 
China. 

Well, last month it became appar- 
ent that C&W would not betaking a 
stake in China Telecom (HK) in its 
flotation. Never mind; the UK group 
held oat the prospect of taking part 
in a second round. Now, though, it 
looks like there may not even be a 
second round. Under a Chinese 
rule, foreign interests are limited to 
a collective 25 per cent stake in 
China Telecom (HK). Following the 
flotation, they will be bumping op 
against that Ifmt t - bo there is not 
obviously room for C&W. Mean- 
while, some of HKTs rivals, nota- 
bly Hutchispn Whampoa, are taking 
stakes in China Telecom (HK). 

It is possible C&W will find some 
other route into China. It could 
even find a way into China Telecom 
(HK). But everything is far less defi- 
nite than the Impression given in 
June. What has happened? There 
are two main explanations: either 
C&W hyped the original deal or. 
since then, relations with China 
have cooled. Neither looks good. 

News Corporation 

Rapert Murdoch is fond of 
describing News Corporation, 
which held its annual meeting yes- 
terday, as a very small co mpan y . In 
relation to the huge growth oppor- 
tunities in the worldwide media 
business be may be right To every- 
one else News Corp is one of a 
handful of media titans, alongside 
Walt Disney, Time Warner, Viacom 
and Seagram. Moreover, Mr Mur- 
doch is more of a global thinker. 
While all the big media groups are 
scrambling to marry content and 
distribution. News Corp is doing so 
1 across four continents. 

So far. investors have had little 
joy from this strategy. Though most 
big media stocks have underper- 
formed the US stock market over 
the past year, News Corp has done 
worse than all but Viacom. There 
are good reasons. With so many 
balls in the air. there are concerns 
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that some may drop. News Corp has 
suffered some setbacks to its ambi- 
tions, particularly in US pay televi- 
sion. Meanwhile, heavy investment 
In everything from Utiin American 
satellites to the new Fox News 
channel will probably hold earnings 
per share flat this year. 

By early next century, that could 
change. Most of the strategic assets 
are in place and once News Corp 
turns from building to harvesting it 
could produce juicy returns. The 
trouble is that by then the question 
of management succession, which 
already dogs the stock, will* came 
into even sharper relief. Though 
investors seem happy with Rapert 
Murdoch running the family-con- 
trolled group, many worry whether 
the next generation of Murdochs is 
up to the task. 

UK utilities 

Is there a farther £15bn (S24_S0bn) 
in cash to come out of undergeared 
UK utilities? SBC Warburg Dillon 
Read reckons so. and the invest- 
ment bank Is on to a solid point. 
The heart of the argument is that 
debt is cheaper than equity, simply 
because interest payments can be 
offset against tax. Borrowing to buy 
back shares, in short, is one of the 
few ways in which a utility’s man- 
agement can add real value - cour- 
tesy of the taxman. Moreover, the 
mooted abolition of advance corpo- 
ration tax should remove a residual 
obstacle to such shareholder- 
friendly operations. 

The scope for firmnrtai engineer- 
ing in this way is not, of course, 
limitless. There comes a point when 
an optimum capital structure has 
been reached - because the 
Increased riskiness of the share- 


holders* w arnin gs stream and higher 
interest costs from. loading ever 
riskier debt on to a balance sheet 
would offset the tax benefit. But 
this is still a long way off Accord- 
ing to SBCs calculations, the opti- 
mum debt level for the average util- 
ity would be reached at about SO per ; 
cent of enterprise value. At present, 
the figure is just 23 per cent. Mov- I 
in g from one to the other would cut 
utilities' cost of capital by around 
0.7 per cent - increasing the com- 
panies’ theoretical values by 10 per 
cent 

Yet the mere thought of theoreti- 
cally optimum debt levels tends to 
give utility managers the heeby- 
jeebies. Partly this is just innate 
caution. Partly it reflects a linger- 
ing fortdnegg for meaningless mea- 
sures of balance sheet gearing. And 
partly it reflects an enthusiasm to 
"keep powder dry” to finance future 
diversification. But none of these 
instincts deserves much patience 
from investors. 

What, though, of regulators? 
Should they not be nervous about 
utilities pushing borrowings to such 
aggressive levels? Well, no. For a 
start, borrowings on the scale 
suggested by SBC would still give 
companies a credit rating on the 
border between slngle-A and 
triple-B - comfortably investment- 
grade. And even if an incompetent 
utility messed up and ultimately 
went bust, there is no real reason 
for regulators to fret The lights 
would not go out. Investors should 
beware, however, of leaping to the 
conclusion that big cash outflows to 
come necessarily mean utility 
stocks are cheap. On the contrary, 
the shares are mostly already trad- 
ing in line with, or above, the com- 
panies’ regulatory asset bases. This 
is only justified if the companies 
can also get their cost of capital 
down to what regulators assume. 

Yet on SBC’s numbers, even 
adopting an ideal capital structure 
would achieve only a 9 per cent 
post-tax. no min al cost of capital - 
still a little higher than regulators 
habitually assume. Part of the rea- 
son, as utility managements fre- 
quently moan, is splendidly Ironic: 
that regulators probably underesti- 
mate the effect of regulatory risk on 
the cost of capital. But utilities 
themselves are also at fault. It is 
not just that their balance sheets 
are still not efficient; their enthusi- 
asm for high-risk diversification is 
also to blame. 

Additional Lex comment on 
Aijo Wiggins, Page 22 
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Frontline opposes ICB plans 


By Tun Burt in Stockholm 

Frontline, the Bermuda-based 
tanker operator bidding 
SKr3.22bn ($2.22bn) for Its 
Swedish rival, ICB Shipping is 
taking legal action to prevent 
ICB pursuing a friendly $309m 
merger with Greek-owned 
Astro ’Tankers. 

John Fredriksen, the Norwe- 
gian shipping entrepreneur 
who heads Frontline, yester- 
day appointed lawyers in 
Stockholm to seek an injunc- 
tion against the proposed deal. 

Mr Fredriksen, who last year 
acquired FTOntline for $455m. 
said the company had been 
advised it had a strong case 


Rival seeks injunction against Astro merger 


under Swedish company law to 
block ICB's plans to issue 
ll.85m shares to the Angeli- 
coussis ship ping family, which 
owns Astro. 

Lawyers acting Tor Frontline 
are expected to argue that the 
ICB board has acted against 
the interest of its shareholders 
- of which Frontline Is the 
largest with 51.7 per cent of 
the share capital - by seeking 
a merger with Astro. 

In doing so, they will cite a 
clause in Swedish company 
law that precludes a company 
from signing a deal that “gives 


unreasonable advantage” to 
one set of shareholders. 

ICB said it had been advised 
that the proposed Astro deal 
did not breach company law. 

The move is the latest stage 
of an increasingly bitter take- 
over battle, where both sides 
have asked the Stockholm 
stock exchange to investigate 
d ealing s by the other. 

Frontline, which has also 
acquired 31.4 per cent of ICB 
voting rights, was dismayed 
wben ICB announced this 
week that shareholders with 52 
per cent of the votes would 


support the Astro merger. 

Mr Fredriksen yesterday 
said ICB had only won major- 
ity support for the merger 
after the intervention of John 
Angelico ussis - chairman of 
Angelicoussis Group. Astro's 
parent company. According to 
Frontline. Mr Angelicoussis 
acquired 474,000 ICB voting A 
shares at SKrlBO a share - 
compared with a market price 
yesterday of 5Krl25. 

An ICB spokesman con- 
firmed that Mr Angelicoussis 
had “topped” Frontline's own 
offer of SKrl30-a-share for the 


A shares, but declined to com- 
ment further. 

FTontline, which has offered 
SKrll5 a share in cash for 
ICB’s most traded B shares, 
said it was still considering 
whether to make an increased 
offer for the company. 

It is expected to reach a deci- 
sion following the publication 
this Friday of ICB's offer docu- 
ment for Astro, which will 
include a detailed valuation of 
the Astro fleet. 

The takeover battle follows a 
wave of mergers in the tanker 
industry. Large shipping oper- 
ators believe greater size will 
let thpm exploit the cyclical 
upturn in chartering rates. 


Qualifying members to receive $4,300 windfall if plans to demutualise are approved 
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21 Kari Mongols & Sohne 190 

22 Kemira 190 

20 Lincoln Property 21 
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George Trumbull, AMP chief executive, said the group was 
keen to make acquisitions, particularly in the UK and US romd 


By Christopher Brown-Humes 
in London 

Australian Mutual Provident, 
Australia's biggest life insurer, 
yesterday started the count- 
down to its initial public offer- 
ing next summer, saying it 
could be valued at more than 
A$nbn ($8bn). 

As it began sending out 
details of its demutualisation 
plans in an “explanatory mem- 
orandum”, it said its 1.8m 
policyholders would receive 
about L07bn free shares. 

Credit Suisse First Boston, 
adviser to the issue, estimated 
the shares were worth between 
A88B1 and A$ 10.37 on Septem- 
ber 10, valuing the group at 
between A$9.4bn and AJLLlbn. 

At Agio per share, qualifying 
members would get an average 
windfall worth AS5.944 
(US$4,300) with everyone guar- 


anteed at least 100 shares. A 
member with a 20-year endow- 
ment policy maturing this year 
would receive 1,269 shares, 
worth AS 12.690; someone with 
a 30-year whole of life policy 
would receive 1,845 shares 
worth A$18,450. 

In the UK. about 171,000 
policyholders with London 
Life, an AMP subsidiary, and 
AMP UK will receive free 
shares. Policyholders with 
Pearl Assurance, also owned 
by AMP, will not qnalify 
because they belong to a 
shareholder- owned company 
rather than a mutual. 

AMP members have until 
November 18 to vote, ahead of 
a general meeting in Sydney 
on November 20. The move 
must be approved by 75 per 
cent of the votes cast 

George Trumbull, AMP chief 
executive, said the group 


remained keen to make acqui- 
sitions. particularly in the UK 
and US, although he indicated 
current prices were expensive. 
AMP was one of the unsuccess- 
ful bidders for Scottish Amica- 
ble earlier th» year, losing out 
to Prudential Carp- 

AMP plans to list on the 
Australian and New Zealand 
stock exchanges next summer. 
It would rank as Australia's 
10 Lh -largest Australian com- 
pany by market value, 
accounting for 46 per cent of 
the insurance sector. The 
group predicted Its 1997 net 
profit would "at least equal" 
last year's A$2.lbn. 

To qualify, members must 
have held policies on Decem- 
ber ll 1996, the date the board 
decided to recommend demu- 
tualisation, and on September 
10 1997, when the explanatory 
memorandum was approved. 


News Corp Indian TV channel to go public 


By John Gapper, 

Media Editor 

News Corporation, the global 
media group, is to make an 
initial public offering on the 
New York Stock Exchange 
next year of an Indian televi- 
sion channel in which it holds 
a 50 per cent stake. 

The plan was announced 
yesterday by Rupert Murdoch, 
chairman, at News Corp’s 
annual general meeting in 
Adelaide. He said Zee Televi- 
sion, a 24-hour Hindi entertain- 


ment channel, was already 
“very profitable”. News Corp 
has a 50 per cent stake in Asia 
Today, Zee TVs parent 
Zee TV is not connected with 
ISkyB, a satellite television 
venture News Carp is trying to 
launch in India- 
Mr Murdoch, who called the 
past year “difficult” for News 
Corp, said he thought hostility 
in China towards Star TV, the 
satellite venture, was easing. 

He said News Corp's Japa- 
nese satellite television ser- 
vice, which it owns jointly 


Barry Riley 


with three companies, includ- 
ing Sony Corporation, faead 
"great difficulties”, but the 
company did not "see a great 
cash ' commitment being 
required". 

Mr Murdoch said BSkyB, the 
satellite television company in 
which it holds a 40 per cent 
stake, might have “a flatfish 
year for one or two years” 
because of moving to digital 
services, but bad “a brilliant 
future”. 

News Corp intends to broad- 
cast Fox News, a 24-hour news 


service launched to rival Cable 
News Network in the US, 
across Latin America, Japan 
and Europe networks, and will 
distribute Sky News interna- 
tionally. He said setting up 
Sky News had been “a tremen- 
dous task, not only to get its 
standards very high but to get 
its costs under control”. After 
seven years, Sky News is now 
in profit 

HazperCollins, News Corp's 
US book publishing arm, was 
likely to be “moderately profit- 
able” during the current year 


with revenues of well over 
$700m. News Corp took a 
$270m restructuring charge at 
HarperCoDins for 1997. 

Mr Murdoch also called on 
newspaper publishers to resist 
calls for privacy legislation in 
the wake of the death of 
Diana, Princess of Wales. 

First quarter results for 
newspaper operations of News 
Corp were up 30 per cent in 
Australia and 20 per cent in 
the UK. 

Lex, Page 16 


Dresdner 
dogged by 
fresh board 
upheavals 

By Graham Bowtey 
in Frankfurt 


Dresdner Bank, Germany’s 
Second biggest, was yesterday 
beset by Fresh management 
upheavals after a board mem- 
ber resigned and its cb airman 
unexpectedly announced he 
would not be joining the 
supervisory board. 

Dresdner Bank, which has 
been plunged into uncertainty 
by ongoing tax evasion inves- 
tigations, announced that 
Hans-Gunther Adenauer, who 
had been a member of the 
bank's board for ll years, had 
decided to step down from the 
board and would probably 
leave the bank. 

Separately, it revealed that 
Jftrgen Sarrazin, who is due to 
retire as chairman of the exec- 
utive board in May, would no 
longer put hims elf up for elec- 
tion to the bank's supervisory 
board, as had been announced. 

Dresdner Bank was last 
month rocked after Wolfgang 
Roller, the head of its non- 
executive board and one of - 
Germany’s best-known bank- 
ers, resigned over allegations 
that he had sought to evade 
taxes by sending funds to 
Switzerland. 

Mr Roller, formerly a man- 
agement board chairman of 
the bank, rejected the claims, 
insisting that the investiga- 
tion being carried out by state 
prosecutors would show they 
were not true. 

Mr ROUer said he stepped 
down to spare Dresdner any 
further damage, but his resig- 
nation has failed to stem spec- 
ulation about further investi- 
gations at the hank. 

Mr Sarrazin, whose 
announcement will surprise 
the banking community, Is 
due to be succeeded as man- 
agement board chairman in 
May by Be rnhar d Walter. 55, a 
fellow director. 

Dresdner has been under 
investigation by state prosecu- 
tors since 1994 over allega- 
tions that it advised clients to 
send funds to Luxembourg 
and other foreign centres to 
evade tax. Germans must 
declare income from accounts 
held abroad. 

Dresdner refused to link the 
tax investigations and the 
developments involving Mr 
Sarrazin and Mr Adenauer - a 
distant relation of Konrad 
Adenauer, the forma* German 
chancellor. A Dresdner state- 
ment shed no light on Mr 
Adenauer’s departure, noting 
only that the bank owed him 
“special thanks”. 


European funds drift 
back to the US 


Is late better 
than never? We 
may soon find 
out. There are 
clear signs that 
foreign inves- 
tors are being 
drawn back 
into the US 
stock market after years of 
standing on the sidelines while 
Wall Street soared. 

The US Treasury has 
reported that foreign net buy- 
ing of US equities suddenly 
soared in the second quarto', 
hitting an annual rate of 
$90bn. Whether that is a rea- 
sonable extrapolation of a sus- 
tainable rate over several 
quarters remains to be seen, 
because US stocks offered 
lmnsaial value in April before 
a remarkable SO per cent price 
surge. All the same, net buy- 
ing of equities seems certain to 
beat the previous annual 
record of $22bn in 1993. 

But British pension funds, 
one of the biggest groups of 
international equity investors, 
were still veiling US stocks in 
Aprll-June, to the extent of 
mare than $lbn, according to 
the WM Company’s database. 
Continental European institu- 
tions appear to have been 
more enthusiastic. 

Why have the foreigners got 
Wall Street so badly wrong 
during the 1990s? According to 
muta wolf, the senior institu- 
tional portfolio manager at 
American Express Asset Man- 
agement in Minneapolis, you 
have to sense the impact of the 
Friday 401(k) paycheck deduc- 
tions pouring into stocks on 
Mondays to understand the 
source of the power of this bull 
market Even in August, a rel- 
atively bad month for mutual 


fund sales (and for share 
prices), net inflows to equity 
funds were running at almost 
$15bn, down from a peak of 
$26 tin in July. 

Instead, foreign investors 
have tended to look at histori- 
cal valuation yardsticks, 
which have proved to be very 
misleading. They were also 
burdened at the start of the 
decade by historical prejudices 
traceable to the poor relative 
performance of Wall Street 
since the early 1970s. 

The collapse of confidence In 
Japan and the reinvention of 
corporate America were phe- 
nomena that were scarcely 
understood. Too often the 
Tokyo market was judged 
cheap by Its own unrealistic 
standards while Wall Street 


In the 1990s, 
Europe-based 
global strategists 
decided that the 
future was 
in the east 


was regarded as dear, although 
objectively it offered much bet- 
ter value. 

Early in the 1990s. Europe- 
based global strategists looked 
at history and decided that the 
future was in the east But 
now the east has more or less 
crumbled: first Japan and 
more recently the Tiger econo- 
mies, with the exception of 
China- 

Albert Edwards, Dresdner 
Kleinwort Benson's global 
strategist, who last year 


attacked the "Noddynomics" 
of Malaysia, is warning that 
the Hong Kong market may be 
the next to go wrong. But he is 
negative an the US too. 

The problems of the Far East 
have sharpened the asset allo- 
cation challenge. Can global 
funds be seriously short of 
both the US and the Far East 
when together these regions 
account for 67 per cent of the 
World Index? One answer 
came yesterday from Scottish 
Equitable; the Edinburgh life 
company is shifting $200m in 
equities from Japan to the US, 
conquering its fears about 
high valuations. 

For US-based managers such 

as Mike Wolf a business oppor- 
tunity is opening up in 
Europe. For years, he says, 
European clients were scared 
by the weakness of the dollar 
and the US budget deficit, but 
such excuses are now irrele- 
vant American managers are 
picking up specialist US equity 
accounts in continental 
Europe as well as the UK. 
Their simple sales spiel is that 
only Americans understand 
the American stock market 

I have often commented here 
nn the extreme bearishness of 
UK pension funds about the 
US. The latest WM figures (for 
end-June) show an exposure of 
only 3Jj per cent of their port- 
folios to US equities, which 
amounts to a collective under- 
exposure to the extent of some 
$6Sbn compared with a "neu- 
tral” or indexed position in 
their foreign equity portfolios. 

Frustrated London managers 
have not seen the Wall Street 
crash which would have justi- 
fied their prolonged stand-off. 
Many of them may not be able 
to wait much longer. 


This announcemeru appears as a master of record only. No action has been taken to permit the distribution of 
any of the undermentioned shares in any jurisdiction in which an offer or solicitation is not authorised. In 
particular none of such shares have been or *ill be registered under the United States Securities Act of 1933 (■» 
amended). Trans Global Investments PJ-C.. being an Isle of Man incorporated restricted shceme. is not a 
recognised collective investment scheme for the purposes of the Financial Services Aa 1986 of the United 
Kingdom. RHR Fund Managers Limited is licensed by the Isle of Man Government Financial Supervision 
Commission. This announcement has been authorised by The Irish Stock Exchange without approval of Its 
contents. A prospectus dated 3rd October 1997 has been published in connection with the listing. Copies cf this 
prospectus may be obtained from the office of Sponsoring Broker and from the registered office of Trans Global 
Investments PL.C.. 19-21 Circular Road. Douglas. Isle cf Man. 
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Securities losses hit Japanese banks 


By Paul Abrahams in Tokyo 

Japanese banks and trading 
bouses have anno unc ed a 
flurry of profits war nings 
after being hit by unex- 
pected losses on their stock 
market investments. 

Daiwa Bank and Maru- 
beni, the trading house, yes- 
terday slashed their half- 
year profits forecasts after 
booking losses on their secu- 
rities portfolios of YliaSbn 
($976m) and Yl7.5bn, respec- 
tively. Hie move follows a 


similar warning last week by 
Dai-Ichi Kangyo Bank, 
which booked losses of 
Y230bn. 

"These losses have caught 
everyone on the hop- But 
given what we now know, 
we should expect the major- 
ity of the big banks to 
announce sharp downward 
revisions in their first-half 
profits forecasts,” said Brian 
Waterhouse, banking ana- 
lyst at HSBC James Capel in 
Tokyo. 

Japanese banks had been 


expected to post poor first- 
half results as they 
attempted to resolve their 
bad debt problems by mak- 
ing substantial provisions. 

However. Mr Waterhouse 
said he still expected the 
results to be poor, but that 
would now probably be 
because of losses on securi- 
ties portfolios. These might 
delay the ability of the 
banks to clear their bad 
debts efficiently. 

The banks’ and trading 
houses' losses on securities 


holdings are a surprise 
because, during the first half 
of the financial year ending 
September 30, the Nikkei 225 
average fell only 0.64 per 
cent and the Topix index of 
all first section stocks actu- 
ally rose 1.1 per cent 
But within these averages, 
there were large differences 
in performance between the 
so-called “nifty-fifty" export- 
led stocks, which outper- 
formed. and more domesti- 
cally-oriented shares. The 
latter, in which the banks 


and many trading bouses are 
heavily invested, underper- 
formed badly over the period 
following the collapse of the 
Japanese economy in the 
second quarter. 

Companies are obliged to 
value their stock-market 
holdings at the lower of 
ei the r cost or market value, 
and at the close of the six 
months they have been 
forced to realise the losses. 
Although many also own 
shares in better performing 
stocks, they would need to 


sell their investments to 
realise their gains. 

Daiwa blamed sharp falls 
in some Japanese stocks for 
its losses. The Osaka-based 
bank forecast its net half- 
year profits would be only 
Y5bn, compared with a pre- 
vious estimate of YlObn. 
However, revenues would be 
Y380bn, compared with its 
earlier forecast of Y330bn. 
The announcement was 
made after the market 
closed, and Daiwa’s shares 
finished up Y3 at Y538. 


US sales chief Nikko opens its doors 

TPClfTIKlrinn International partners are central to ‘big bang 5 strategy 

c5 ^ A JT asasfai Kaneko, the Ntkko Securities n 

j\/| new president of .1.'-- 

I I "T# JLtJ. Nikko Securities, Sharp price relative to the ‘ 

s frillies INissan to form a — - — . 


Ely Michiyo Nakamoto 
in Tokyo 

Nissan, the Japanese car 
maker, faces a period of 
uncertainty in its US 
operations after the depar- 
ture late last week of Robert 
Thomas, head of US sales. 

The sudden resignation of 
Mr Thomas, president and 
chief executive of Nissan’s 
sales company in the US, 
comes amid a downturn in 
Nissan's sales in that market 
in recent months, including 
a sharp 33 per cent fall in 
September sales. 

Nissan said the departure 
of Mr Thomas was not 
linked to its recent weak per- 
formance in the US. but the 
carmaker has faced a diffi- 
cult period at a time when 
many of its Japanese com- 
petitors are increasing US 
market share. 

Mr Thomas had presided 
over US sales operations 
since 1993, a period in which 
Nissan strongly increased 
sales. He will not be replaced 
immediately, but his respon- 
sibilities will be assumed by 
Minoru Nakamura, head of 
Nissan North America, the 
US parent company. 

Nissan attributed its 
decline in September sales to 
a disappointing performance 
by the Altima, its basic 
model, which was remodel- 


led and launched in the US 
recently. 

Contrary to expectations, 
the Altima sold only 9.500 
units in September, against 
a company forecast of more 
than 10,000 units. 

Nissan has not offered 
much in the way of incen- 
tives for the Altima, which 
was aggressively priced. The 
company said it was recon- 
sidering this policy. 

However, Nissan’s perfor- 
mance has been marked by 
“weakness across the 
board”, according to Ed Bro- 
gan, industry analyst at 
Salomon Brothers in Tokyo. 
Sales have been down not 
only for the Altima but for 
other models as well, includ- 
ing its sports utility vehicle 
and minivan. 

Part of Nissan's problem 
in the US was its exposure to 
the passenger car segment of 
the market, which has been 
shrinking, and its lack of 
participation in some of the 
hottest areas of the market, 
such as smaller sports utility 
vehicles. Mr Brogan noted. 

Due to its lack of strong 
product. Nissan has had to 
spend much more than its 
competitors on sales promo- 
tion, Air Brogan said, adding 
that Nissan was in danger of 
becoming a second-tier 
company among Japanese 
vehicle makers in the US. 


TENDER NOTICE 

UK GOVERNMENT 
ECU TREASURY BILLS 

For tender on 14 October 1997 

1. The Bank of England announces the issue by Her 
Majesty's Treasury of ECU 1,000 million nominal of UK 
Government ECU Treasury Bills, for tender on a bid-yield 
basis on Tuesday, 14 October 1997. An additional 
ECU 50 million nominal of Bills will be allotted directly to the 
Bank of England for the account of the Exchange 
Equalisation Account 

2* The ECU 1,000 million of Bills to be issued by tender 
will be dated 16 October 1997 and will be in the following 
maturities: 

ECU 200 million for maturity on 13 November 1997. 

ECU 500 million for maturity on 15 January 1998. 

ECU 300 million for maturity on 16 April 1998. 

3. All tenders must be made on the printed application 
forms available on request from the Bank of England. 
Completed application forms must be lodged, by hand, at 
the Bank of England, Customer Settlement Services, ! 
Threadneedle Street, London not later than 10.30 a.m., ] 
London time, on Tuesday, 14 October 1997. Payment for ; 
Bills allotted will be due on Thursday, 16 October 1997. 

4. Each tender at each yield for each maturity must be 
made on a separate application form for a minimum of 
ECU 500,000 nominal. Tenders above this minimum must 
be in multiples of ECU 100.000 nominal. 

5. Tenders must be made chi a yield basis (calculated on 
the basts of the actual number of days to maturity and a 
year of 360 days) rounded to two decimal places. Each 
application form must state the maturity date of toe Bills for 
which application is made, the yield bid and the amount 
tendered for. 

| 6. Notification will be despatched on toe day of the tender 
! to applicants whose tenders have been accepted in whole 
or in part For applicants who have requested credit of Bills 
in global form to their account with ESO, Euroclear or 
I CEDEL, Bills will be credited in the retevant systems against 
payment. For applicants who have requested definitive 
Bills, Bills will be available for collection at Customer 
Settlement Services, Bank of England after 1.30 p.m. on 
Thursday, 16 October 1997 provided cleared funds have 
I been credited to the Bank of England's ECU Treasury Bills 
Account No. 59005516 with Lloyds Bank Pic, Bank 
Relations, St George's House, PO Box 787, 6-8 Eastcheap, 
London EC3M ILL Definitive Bills wifi be available in 
I amounts of ECU 10.000, ECU 50,000, ECU 100,000, 
ECU 500,000, ECU 1,000,000, ECU 5,000,000 and 
ECU 10,000,000 nominal. 

7. Her Majesty’s Treasury reserves the right to reject any 
or part of any tender. 

8. The arrangements for the tender are set out in more 
detail in the Information Memorandum on the UK 
Government ECU Treasury Bill programme issued by the 
Bank of England on behalf of Her Majesty's Treasury on 
28 March 1989, and in supplements to the Information 
Memorandum. All tenders will be subject to toe provisions 
of toe Information Memorandum (as supplemented) and to 
the provisions of this notice. 

9. The ECU 50 million of Bills to be allotted directly to the 
Bank of England for the account of the Exchange 
Equalisation Account will be for maturity on 16 Afril 1998. 
These Bills may be made available through sale and 
repurchase transactions to toe market makers listed in the 
Information Memorandum (as supplemented) in order to 
facilitate settlement. 

10. Copies of the Information Memorandum (and 

supplements to it) may be obtained at the Bank of England. 
UK Government ECU Treasury Bills are issued under the 
Treasury Bills Act 1877, the National Loans Act 1968 and 
the Treasury Bills Regulations 1968 as ame nded. 


Bank of England 
7 October 1997 


M asasfai Kaneko, the 
new president of 
Nikko Securities, 
cups his hands to form a 
square. 

“Imagine this is Nikko - 
the company is like a 
house," he explains in rapid 
English, barely pausing to 
draw breath. “Nikko migh t 
be at the top, like a roof, but 
what we want to do now is 
open the window - no, bet- 
ter, say, the door - to inter- 
national partners.” 

He throws open his hands. 
“Perhaps we are a little dif- 
ferent from other Japanese 
banks and brokers in that 
way.” 

He might be right. Nikko 
has become the latest Japa- 
nese broker to reshuffle its 
senior management after 
becoming sucked into the 
country’s sokazya scandals. 
As a result, a striking line 
of thinking appears to 
[ emergin g. 

If Mr Kaneko is to be 
believed, the company is 
intent on turning itself into 
i one of the more internation- 
ally-oriented of Japan’s 
brokers. 

The shift may partly be 
presentational. Mr Kaneko, 
58, has extensive overseas 
experience: he was nfiairman 
of Nikko ’s European 
operations, has worked in 
New York and studied at 
Columbia University. 

He speaks with a flair and 
clarity that is unusua l in tra- 
ditional Japanese circles - 
and highly attractive to any 
non-Japanese listener. 

But the changes may be 
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more than linguistic. For 
though most Japanese bro- 
kers include globalisation as 
an amb ition, Nikko appears 
to be turning some of its 
rhetoric into action. 

The company is making 
London, not Tokyo, the cen- 
tre of its international 
operations and is giving non- 
Japanese staff more respon- 
sibility. 

“We have come to the con- 
clusion that with globalisa- 
tion we cannot manage our 
operations just by Japanese 
people - we want to learn 
from international invest- 
ment bankers,” be says. 

This partly reflects 
Nikko’s recognition of its 
own vulnerability. 

With total assets of 
Y8,850bn ($72.7bn), it cannot 
seriously aspire to become a 
top global investment bank. 
Wi thin Japan, it lacks the 
business muscle of the giant 
Nomura and its traditional 
broking business is already 
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Masashi Kaneko, Nikko president: turning words into action 


facing a business squeeze 
which “big bang” liberalisa- 
tion is likely to exacerbate. 

“Our equity broking busi- 
ness will be substantially 
reduced in the coming 
years,” admits Mr Kaneko, 
and he adds that the 
company may “have to get 
out of plain vanilla broking 
business”. 

But his solution is two- 
fold. Nikko must refocus on 
asset management and 
investment advice, rather 
than plain broking. It must 
also boost its international 
s lrills so that it can offer new 
■ products -back in Japan 
through its large network of 
retail outlets and corporate 
clients. 

"Big bang means that Jap- 
anese investors are looking 
to diversify their portfolios 
more into international mar- 
kets, so we have to 
strengthen our capability in 
that area," he says. 

In some areas, such as 
eurobonds and Asian equi- 
ties, the company has the 
skills it needs, he says. "But 
in the new product areas 
that will grow out of big 


Forecasts 
cut for 
JR Tokai 
debut 

By Gwen Robinson in Tokyo 

The Japanese government's 
latest privatisation will be 
put to the test today with 
the stock market debut of 
Central Japan Railways, 
known as JR Tokai. 

The company is one of six 
railways span off in the 
1987 break-up of the govern- 
ment’s Japanese National 
Railway group, and the 
third to be listed. 

Brokers have lowered 
their expectations of 
demand for JR Tokai stock 
on its first trading day, and 
are predicting the stock will 
fetch between Y359.000 and 
Y 400,000 a share. 

The company is not as 
profitable as JR West and 
JR East, its two listed coun- 
terparts, and is likely to 
trade at Iowa* values. The 
public subscription price of 
Y 359,000 a share is signifi- 
cantly lower than those of 
its predecessors, both of 
which have fared relatively 
poorly since listing. 

Concerns about the Tokyo 
stock market’s dismal per- 
formance prompted the gov- 
ernment to consider post- 
poning the JR Tokai listing. 
But officials believe inves- 
tors are still attracted by 
the perception that former 
public enterprises carry gov- 
ernment backing and 
implicit guarantees against 
bankruptcy. 

However, a fall of nearly 
L8 per emit in the Nikkei 
225 average yesterday high- 
lighted growing concerns 
among Japanese investors 
that the listing will put far- 
ther strains on the market’s 
supply-demand b ala nc e. 

JR West closed yesterday 
at Y396.000, down Y5,000, 
and JR East finished at 
Y551.000, down Y17.000. I 




bang we cannot do this 
alone - we don’t have the 
skills.” 

Mr Kaneko hopes to 
acquire these skills is by pro- 
moting non-Japanese into 
positions of influence. 
Indeed, its offices in Europe, 
the US. Anstralia. Canada 
and Mexico are all now 
headed by non-Japanese. 

But Mr Kaneko also wants 
to strengthen partnerships 
with non-Japanese compa- 
nies. 

Nikko has already gone 
further than most Japanese 
brokers in this direction. It 
has a successful pension 
fund joint venture with Bar- 
clays. of the UK. and 
recently concluded a joint 
venture with Smith Barney, 
of the US. to develop prod- 
ucts in Japan. 

Whether these aspirations 
will be enough to turn Nikko 
into a real big bang winner 
remains uncertain. But they 
highlight the scale of reflec- 
tion that big bang is provok- 
ing in Japanese financial 
circles. 

Gillian Tett 


ASIA- PACIFIC NEWS DIGEST ; 


Indofood issues 
profits warning 

FT Indofood Sukses Makmur, Indonesia’s 
food concern, should report at least 13 pot cent less net . 
profit this year compared with lest -r " 

($96.4m) due to the rupiah’s sharp depredation 
the US dollar, the company said yesterday. It added reve- 
nue growth was also expected to be below expectations. 

The world’s largest instant noodle produce: must 
impart most of its ingredients, while exports remain at a , 
negligible 3 per cent ctf total sales. The official news y- 

agency Antara quoted Eva Riyanti Hutapea, a smifor 

Indofood executive, as saying the companyajso had an _ ; 
outstanding offitoore debt of $lbu, which will mature next , 
year. However, she did not say whether the debt was . _ 
hedged. 

“The rupiah’s depreciation will hit hard our company • 
this year as operating costs and costs of goods sold wm 
increase sharply along with the increases xn prices of taw 
materials and the debt burden,’ she was quot ed as s aying. 
Ear lier this year, Indofood targeted net profit growth at 
around 45 per cent this year to above Rp50(Jbn. I ts.net T : 
profit rose 15 per cent to Rp351bn rupiah in 1996 from - 
Rp305bn the year before. , AP-DJ. Jakarta 

■ CURRENCY SWAPS 

NCB, Bankers Trust offer service 

Nippon Credit Rank and Bankers Trust New York have 
begun a currency swap service for Japanese companies - 
operating in south-east Asian countries with volatile cur 
rendes. the Japanese bank said yesterday. Under the ser- 
vice, Japanese companies’ local-currency denominated 
credits to local vendors are swapped for US dollars. 
onahiing the companies to repay US-dollar den o mina ted 
i<v»ng received from a bank for local operations without 
exchange rate risk. - 

Contracts for the new service can run up to seven 
years, compared with one to three years for conventional 
currency swap contracts, NCB said. The fee for the new 
service will be less than 0.1 per cent of the principal of a _ 
loan. Until recently, Japanese companies opera ting i n • 
South-East Asian countries had been able to bonw US ; 
dollars at low interest rates without worrying about cur- 
rency risks. But because of the recent sharp devaluations' 
of local currencies, Japanese companies have become war 
ried about the mismatch between dollar-denominated . 
debts atid revenues denominated in. local currencies. 

Baiters, Tokyo 

■ ZHONG HUA LAND ’ 

HK property IPO oyersiibscribed 

Zhong Hua T-and Holdings, the Hong Kong property devel- 
oper, said yesterday its initial public offering of shares in 
Hong Kong was 6J> times subscribed. The company said it 
received applications for a total of 879.9&n shares. com- 
pared with 135m shares available for public subscription. 

A further 15m shares reserved for employees were folly 
allotted. 

Dealing in the company shares is expected to begin on 
October 13. Zhong Hua Land, a property developer con- 
centrating on the Chinese market, issued 150m new 
shares at HK$2.08 each. The company’s wnphasta is on the 
cities of Guangzhou, Chongqing, Beijing and Shanghai. It 
said it would use the proceeds to ftmd its projects. 

Reuters, Hong Kong 

■ FOOD INDUSTRY . : 

Woo Sung files for protection 

Woo Sung Foods, of South Korea, has fifed for special . 
court protection after defaulting on Wanl7-3ton ($183m) 
worth of promissory notes. Woo Sung entered into a first 
default on Monday after failing to meet payments on the • 
notes. When it missed its final deadline for repayment 
yesterday it was declared in final default A company offi- 
cial said Woo Sung’s financial difficulties began when#. _ 
lost an exclusive distributor’s licence for Coca-Cola in 
ApriL The court application, if approved, would allow 
management to stay in place while rescheduling the 
debts. Reuters, Seoul 


Thai Military to more 
than double capital base 


By Ted Bardacke 
in Bangkok 

Thai Military Bank, the 
country’s sixth largest com- 
mercial bank, is more than 
doubling its capital base, 
joining the growing list of 
banks forced by Thailand’s 
economic crisis to raise addi- 
tional capital. 

Chaiyawat Wibulswasdi. 
central bank governor, said 
yesterday he expected more 
commercial banks to 
announce capital increases 
in the next few days. 

Thai Military, 33 per cent 
owned by Thailand’s armed 
forces, said yesterday it 
would issue 687m new 
shares, increasing registered 
capital from Bt5.13bn to 
Btl2bn (5330m). 

Current shareholders will 
be offered 200m of the new 
shares in a rights issue. The 
remainder, equivalent to a 40 


per cent stake, will be 
offered to institutional inves- 
tors in a private placement 

The bank said it was rais- 
ing equity to improve its 
capital to risk asset ratio. 
According to ING Barings, 
that ratio stood at 85 per 
cent at the end of June, 
below the central bank's 8^ 
per cent requirement 

After the announcement, 
Thai Military shares fell 
their maximum 10 per cent 
limit to close at Bt2l.25, The 
banking sector overall closed 
down 4.62 per cent 

Some commercial banks, 
such as Siam City Bank and 
Bangkok Metropolitan Banlt- 
have announced significant 
capital increases and Intend 
to offer big stakes to foreign 
investors. 

In addition to needing 
extra provisions to cover a 
rising level of non-perform- 
ing loans, Thai banks are; 


expected to be hit again next 
week: when long-term mea- 
sures are announced to 
restructure Thailand's finan- 
cial system. 

These measures could 
include an increase in the 
minimum capital to risk 
asset ratio to 12 per cent a 
cut in the time bedbre loans 
become non-performing ftnrn 
six mon ths to three. -and an - 
increase in provisioning for 
substandard loans from 15 
per cent to 25 per .cent 

Analysts . immediately 
questioned whether the 
country's armed .forces, 
straining under budget cuts, 
would have the funds to sub- 
scribe to the rights issue, " 

The bank said yesterday 
that unaudited third-quarter : 
net profits fell from BtL2ba 
to Bt900m, while provisions 
for bad debt' in the first nine 
months had risen from 
Bt400m toBtl.71brL ■ ■ 


Bakrie Finance in rights 
issue to fund shake-up 


By Sander Thoenes 
in Jakarta 

Bakrie Finance, an affiliate 
of the Indonesian diversified 
conglomerate Bakrie & 
Brothers, is planning a 
Rp722_25bn (SI 98.4m) rights 
issue to finance restructur- 
ing of the Bakrie group. 

The company is awaiting 
approval from Bapepam. 
supervisor of the Jakarta 
Stock Exchange, for listing 
1.44bn new shares, at RpSOO 
each, in a three-for-one 
rights issue. 

Bakrie Finance will nse 
part of the proceeds to buy 
83.3 per cent of Bank 
Nasional from Nirwan D. 


Bakrie, a member of the. 
Bakrie family. It will -also 
buy 9&3 per cent of Satria 
Perkasa Multi Finance from 
Bakrie Capital Indonesia, 
which is to become the par- 
ent of Bakrie Finance. . 

The remainder would be 
used to increase equity capi- 
tal In subsidiaries and affili- 
ates, Including Bank Nusa. 
Bakrie Securities will under- 
write the issue. ' 


planned to rajse Rp297tah. • 
• Some- analysts saicT-the ‘ 
group would find.' it difficult 
to sell two issues _orl- the 
heels' of a sharp fail- in. fife : 
Rupiah and stock prices^ iuid 
a government - freeze- ; on 

numerous infrastructtixe- 
projects. Bakrie ha? insisted 
its foreign ; debt was- 90 : per 
cent hedged. 

Bakrie Finance last mforfh i 
said it planned to ^increase 


Bakrie Finance reported the capital base of Brnik" 
net Profits for the .first half Nusa by RpSShn and Bank-’ 


of RplJbn. against RpT.lbn 
in the first six months of last 
year. ; 

Bumi Modern. a Bakrie 
property company, 
announced last month it 




Nakibnak by RpSQbh bnt i 
denied that either. KatifcJ.fafri i-; : 
run into hqtddifcjr problems '> ; ; 

due to the fell.of the’Rnpiah, . y x 'V 
arid- a. shaip'rise irr’fnterest '’ 
rates. .. • • ” 
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^ makers set sights on further growth 

TVoi*« Hatiiff ^ for agricultural equipment strengthens, the industry leaders are bullish about prospects 


R obert Ratliff, the 
66-year-old chairman 
and chief executive 
.« Apo. the US company 
. wfauj b one of the world's 
big five tractor makers, is 
fim of enthusiasm about 
Prospects for his industry. 

Hav hjg recently agreed a 
contract to stay in his fob 

ontfl 200J, ^ RatHQ- 

-much of his time travelling 
the world scouting for the 
- $ibn . worth of acquisitions 
he says he is ready to mate 
to add to Agco’s recent rapid 
, growth. 

“We’re not projecting any 
decliue in demand [in agri- 
cultural machines] for the 
• next three years," says Mr 
; Ratliff. “The industry is 
looking pretty strong." 

Similar sentiments are 
voiced by others in the 
world's $43bn-a-year farm 
machinery industry, of 
which about half is tractors 
and the rest other equip- 
ment. including combine 
harvesters and baling 
systems. 

Apart from Agco, the big 
five include Deere and Case, 
of the US; New Holland, of 
Italy; and Claas, of Germany. 
Between them they account 
for about 40 per cent of the 
farm marVirno business. 

Helped by trade liberalisa- 


Parni equipment Industry 

1 bnakdom m . 
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tlon and the generally 
benign conditions world- 
wide for agriculture, the five 
last year turned in combined 
net income of some $i.5bn. 
against a combined loss of 
nearly Jlbn in 1993. when 
the industry was among the 
sufferers from the world eco- 
nomic slowdown 

Since then, the sector has 
cut surplus capacity, 
changed work practices and 
turned in handsome r e turns 
for investors. 

The stock price of both 
Agco and Deere has roughly 
doubled since 1993, mea- 
sured against the rest of 
Wall Street, while shares in 
Case - which was span off 
from the Tenneco conglom- 
erate in 1994 - have since 
risen 70 per cent compared 


German 
bank sets 
rights 
issue price 

By Graham Bowiey 
in Frankfurt 


Bayerische Vereinsbank 
yesterday set a price of 
DM85 a share for the first 
stage of its DM3bn ($1.7hn) 
capital increase to push 
through the merger that 
will create Germany’s 
second-biggest hanh. 

The bank, which is merg- 
ing with Bayerische Hypoth- 
eken-und Wechsel-Bank, 

, said it would offer 19m 
'■ shares to existing sharehold- 
ers, at a ratio of one for 
[ every 14 held. 

The move Is the first step 
in a planned total issuance 
of 36m new shares," which is 
aimed at bolstering the 
bank’s balance sheet for the 
merger. 

A second tranche of 
shares, worth a nominal 
DM85m, are to be sold in a 
global offering. There will 
also be a green-shoe, or 
oversubscription option, of 
a further 3m shares, repre- 
senting about DMl Cm in 
nominal capita]. 

Vereinsbank said a price 
for the second tranche 
would be fixed at the begin- 
ning of November. 

The shares in the first 
offering would be entitled to 
a full 1997 dividend, the 
bank said. The subscription 
period would run from Octo- 
ber .17 to October 30, it 
added. 

Vereinsbank’s combined 
rights issue and global 
share offering is larger than 
originally planned. It comes 
after a share exchange 
which formed the first step 
of the merger with Bayer- 
iscbe Hypo. 


Software 
groups in 
database 
link-up 

By Paid Taylor in San Diego 

NCR, the computer and 
computer software maker, 
and SAS Institute, the big 
private software group, are 
to integrate their data ware- 
housing and data mining 
technologies which are used 
by companies, such as banks 
and retailers, to analyse 
sales and customer informa- 
tion. 

The partnership was 
announced by Lars Nyberg. 
NCR’s chief executive, at the 
group’s annual customers 
conference in San Diego, 
where he emphasised NCR’s 
determination to become 
the undisputed thought 
leader in data warehousing". 

NCR is theleader in the 
high end of the data ware- 
house market, but is aiming 
to extend its penetration of 
the growing market for data 
warehouses among smaller 
and mid-sized companies. 

Under the terms of the 
agreement, the two compa- 
nies wm more tightly inte- 
grate their products. NCR 
will resell SAS products, 
which are used by compa- 
nies for data mining — thn 

analysis of database infor- 
mation - and will conduct 
joint marketing. 

NCR said the agreement 
should reduce the time 
needed to build data ware- 
houses and enable customers 
to get business answers from 
their data more quickly. 

Meanwhile, NCR 
announced two new models 
to its range of WorldMaxk 
computer servers, designed 
as the new hardware founda- 
tion for the group's Teradata 
data warehousing products. 


Kemira urges 
tightening of 
import controls 


Jy Roger Taylor hi London 
md Tim Burt in Stockholm 

Cemira, the Finnish 
ihemicals group, yesterday 
frTiori for greater controls on 
heap imports of Russian 
ertilisers into Europe. 

The company, one of 
! mope's largest fertiliser 
salfors, said European mea- 
ures introduced last year to 
st minimum import prices 
n Russian ammonium 
iirate. had become out of 
ate as a result of currency 
lovuments. In particular, in 
ie UK, one of the largest 
sers of the fertiliser, the 
se of ’ the pound had made 
te Import price, set in Ecus, 
^realistically low. 

The company also called 
ir better policing of the 
T flyigpmpntfl . The UK’s Fer- 
lisers Manufacturers Asso- 
ation said it had made rep- 
sentatians to Brussels and 
pected action this year. 

Esa Tirkonnen. Kemira 
:ecutive vice-president, 
id the company wanted to 
pand its pulp and paper 
id its pigment divisions 
rough -acquisitions, but 
rarded the prices at which 


such businesses were selling 
as too high. He added that 
the "company was consider- 
ing making a bid for ICTs US 
titanium dioxide businesses, 
which are up for sale. 

The comments came as the 
company reported a 3.26 per 
cent rise in pre-tax profits 
for the first eight months 
amid steady demand for its 
pulp and paper, agro-chemi- 
cals and colour processing 
products. 

The company saw pre-tax 
profits rise from FM612m to 
FM632m ($120m) on sales up 
from FM9.04bn to FM9.7Sbn 
in the period to August 3L 
However weaker prices for 
fertilisers are expected to hit 
foil-year profits in the agro- 
chemicals business. The 
company said Its net income 
for the 12-month period 
would slightly lower than 
FMSSlm achieved in 1896L 
Growth in the chemicals. 
flgn- A^-h^icais and Tikku- 
riia colour processing divi- 
sions offset losses of EM65m 
in the pigments business. 

Earnings per share fell 
from FM3.6 to, FM3A Kem- 
ira’s shares rose FML1 to 
FM54.4 in Helsinki 


SouckMuju 

with the rest of the market 

Although the farm equip- 
ment industry has in the 
past been heavily cyclical, 
few are expecting 8Q inn’iri - 
nent downturn even at this 
stage in the cycle. 

"The industry is looking 
positive for the next 10 
years," says Umberto Quad- 
rino, chief executive of New 
Holland - in which Flat of 
Italy holds the majority 
stake with the rest being 
floated on the New York 
stock market last year. 

This b ullish view is shared 
by James McCann, of Merrill 
Lynch In New York, who 
says the business seems in 
"good shape", while Charles 
Hams, of the investment 
bank Oppenheim, says: “The 
industry is well positioned to 


take advantage of a sus- 
tained uptrend world-wide.” 

Of the five big industry 
leaders, only Deere and 
Claas existed in their cur- 
rent form at the start of this 
decade. 

Agco started in 1990 and 
New Holland is the result of 
the merger in 1991 of the 
then-lossmaking tractor 
businesses of Fiat and Ford, 
of the US. 

The reshaping of much of 
the industry has allowed 
executives to barrow ideas 
in "lean manufacturing” 
from the Japanese car indus- 
try, cutting the number of 
their plants and people and 
placing more reliance on 
suppliers to make compo- 
nents on a “just-in-time" 


T 


he industry ha s gone 
through an “accelerat- 
ing process of 
change” says Bernard Har- 
diek, president of Deere's 
agricultural equipment divi- 
sion - the largest group in 
the industry, with sales last 
year of $6.lbn. 

As for Case, it has cut its 
factory space by half since 
the early 1990s, with a corre- 
sponding drop in employees 
to about 17,000. 

Agco spent heavily Sl^bn 



gramme of change, both 
New Holland and Case have 
started five-year schemes - 
each costing about $600m - 
to renew completely their 
product ranges to bring out 
new tractors with features 
such as new suspension and 
drive systems. 


W 


Ploughing an: Agco’s Robert Ratliff is seeking acquisitions 


in the past five years on 
acquisitions, including the 
takeover earlier this year of 
Fendt, of Germany, for 
3321m - one of the biggest 
purchases of a German busi- 
ness by a US group. 

Mr Ratliff has his sights 


on doubling the company's 
S2.lbn annual turnover in 
the next three to four years, 
helped by purchases of 
smaller competitors around 
the world, particularly in 
Europe. 

Keeping up the pro- 


hUe sales of trac- 
tors and other 
agricultural hard- 
ware are stable in much of 
Europe and North America. 

the outlook for sales 
to emerging economies in 
Asia, eastern Europe and 
Latin America is much 
brighter than it was a few 
years ago, according to Eck- 
art Kottkamp, chief execu- 
tive of the privately-owned 
Claas. 

Up to now, most of Class's 
DMl-5bn ($85lm) a year sales 
have come from Europe, but 
it has high hopes of expand- 
ing outside this region with 
the help of a strategic alli- 
ance with Caterpillar, of the 
US. the world’s biggest 
maker of excavators. Cater- 
pillar will use its marketing 
network to sell Claas 
machines outside the Ger- 
man company’s main sales 
areas. 


Peter Marsh 


German 
purchases 
by Case 

By Nikki Tail in Chicago 

Case Corporation, the US 
maker of agricultural equip- 
ment, has announced a 
series of small acquisitions 
in Germany, which it said 
would expand its ling of har- 
vesting products in Europe. 

It is buying the Fortschritt 
company and the assets of 
Karl Mengele & S ohne . and 
MDW Mahdrescherwerke. 
The first company speci- 
alises in hay and forage 

equipment, while the MDW 
deal will give Case the rights 
rights to the German compa- 
ny’s new combine. 

Case said it would use tbe 
Fortschritt facility in Neus- 
tadt, near Dresden, as its 
centre for European harvest- 
ing equipment The US com- 
pany currently makes low 
and mid-horsepower range 
tractors and agricultural 
sprayers in Europe. 

No price was disclosed for 
the acquisitions, but Case 
said the products being pur- 
chased Had combined sales 
of about SiiQm last year. 

The acquisitions would 
give Case its third manufac- 
turing base in Europe for 
agricultural machinery, 
adding to plants in the UK 
and Austria. 
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Opportunity halfway around the world is sometimes hard 
to recognize. When Taiwan-based Pacific Electric Wire 
&. Cable wanted to take its international manufacturing 
operations public in the U.S., they turned to Bankers Trust. 
Because we understand both global and local business 
dynamics, we were able to structure a deal that addressed 
both the issuer’s and the investors’ concerns. Together^ we were able to devise an 
attractive structure at a time when small cap stocks were not in vogue. Then, 
by recommending New York-based advisors, a big-six accounting firm, and a filing 
schedule similar to that of US. corporations, Bankers Trust added an important 
sense of familiarity to a precedent-setting transaction. This positioned the IPO in a way 
that allowed investors on the NYSE to feel as comfortable with Asia Pacific Wire 
&. Cable as with a company down the street. To discuss your global and local banking 
questions, please contact us. 


ABankerslhist 

Architects of\hhie 


®I9W BnkalhK Nrw Vide Corpeotins mi ta affifand coapaota. ks*d hf Baofaaslh* Qmpnjt fegikod bjr du SFA. 
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Finland plans Postipankki merger 


By Tim Burt in Stockholm 

The Finnish government 
yesterday joined the consoli- 
dation wave sweeping the 
Nordic financial services 
industry by announcing 
plans to merge Postipankki. 
the country's third-largest 
bank, with Finnish Export 
Credit, the state-controlled 
commercial lender. 

The new group will over- 
take Okobank, the group of 
298 co-operative banks, to 
become Finland’s second 
largest financial services 
business, after Merita, the 
market leader. 


Industry analysts 
suggested the move could be 
a precursor to a possible pri- 
vatisation of the banking 
group. 

“in view of the consolida- 
tion taking place elsewhere, 
this looks like a defensive 
move in many ways and 
may be the first step towards 
a disposal by the govern- 
ment.'* said one banking 
analyst in London. 

In Hels inki, however, the 
ministry of finance played 
down expectations of an 
early sale, saying the merger 
would not be completed for 
several months. 


"No actual plans for priva- 
tisation exist yet, but this 
creates the possibility in the 
future^" said a ministry offi- 
cial. "The state clearly sees a 
better value under this 
model than the old one.” 

The announcement follows 
increasing competition in 
the Finnish banking sector, 
where Sweden’s Svenska 
Handelsbanken and Skan- 
dinaviska Enskilda Banken 

have established a presence 
in the past two years - as 
have Unibank and Den 
Danske Bank, of Denmark. 

Under the terms of the 
deal, the enlarged group will 


have a balance sheet of 
about FMISObn ($34 bn), with 
deposits of FM57bn and debt 
securities of FM67bn. 

The ministry of finance 
said a new state-controlled 
parent company would take 
over the strategic p lanning 
risk management, group 
accounting and business 
development of the hank. 

It would oversee a two-tier 
structure, in which the 
day-to-day operations of Pos- 
tipankki and Finnish Export 
Credit would remain sepa- 
rate. Their functions, how- 
ever. are likely to be heavily 
restructured. 


Hie ministry said Posti- 
p ank ki ‘a corporate ba nkin g 
operations would be trans- 
ferred to Finnish Export 
Credit, while it concentrated 
on retail banking services 
and KtrmU business lending, 

In turn, a new investment 
bank will be formed within 
the gro u p to handle corpo- 
rate finance, mergers and 
acquisitions. 

The proposal follows 
months of talks between the 
ministries of finance, and 
trade and industry 
Together, they will boast a 
total in*™ book of more than 
FMTObn. 


Telekom 

mobile 

chief 

resigns 

By Ralph Atkins m Bonn 

The head of Deutsche 
Telekom's mobile telephone 
subsidiary Is stepping down, 
less than a month after the 
German telecoms group said 
it was unhappy with the 
operation’s market share. 

Lothar Hansel was offi- 
cially described as having 
resigned as chair man of the 
T-Mobil subsidiary “for per- 
sonal reasons 9 . Bnt his deci- 
sion is understood to have 
reflected disappointment at 
Deutsche Telekom over the 
operation’s performance. 

Although T-Mobile has 
3.5m customers using its 
digital and analog services, 
the German mobile sector 
has seen fierce competition 
- particularly from the mar- 
ket-leading D2 digital net- 
work owned largely by the 
Mannesmann industrial con- 
glomerate. 

Deutsche Telekom refused 
to comment on reports yes- 
terday of differences of opin- 
ion between managers over 
marketing strategy. 

Ron Sommer, chairman, 
paid tribute to Mir Hansel 
for his “immensely Impor- 
tant pioneering and develop- 
ment work”. 

But the resignation is a 
further blow for Mr Som- 
mer, who last month reacted 
angrily to an unexpectedly 
tough ruling by regulators 
on the charges Deutsche 
Telekom can levy on rivals 
for connections to its fixed- 
line network. 

Signalling a determina- 
tion to secure significant 
improvements at T-Mobil, 
Deutsche Telekom 
annonnced that Gerd Ten- 
zer, a main board member 
with responsibilities for 
telecoms networks, would 
take over as temporary 
T-Mobil chairman. Josef 
Braun er, who has responsi- 
bility for private clients, 
will take over sales and 
marketing activities at 
T-Mobil. 

The unit has a domestic 
turnover of about DM5.4bn 
($3.1bn). 


Telefonica 
shares reverse 
recent falls 


By Tom Bums in Madrid 

Shares in Telefonica rallied 
yesterday after sharp falls 
as investors questioned the 
Spanish telecommunications 
group’s international 
strategy. 

Volatility in the group's 
share price was sparked by 
WorldCom’s bid for MCI last 
week. Telefonica had chosen 
Concert, the joint venture 
between British Telecommu- 
nications and MCL to bolster 
its Latin American expan- 
sion. 

Juan Villalonga, Telefon- 
ica chairman, is due to meet 
institutional investors in 
Boston and Chicago today as 
part of a week-long series of 
transatlantic presentations. 
He is telling investors that 
be Is on "standby” awaiting 
the outcome of the World- 
Com bid. 

Mr Villalonga will travel 
to Los Angeles tomorrow for 
keynote presentations to 
Latin American ftmd manag- 
ers. He has already held 
meetings in London and 
New York. 

Telefonica said Mr Villa- 
longa would be stressing the 
group’s fundamentals as 
well as the increasing value 
of its profitable assets in 
Latin America. 


The underlying message is 
that' Telefdnica’s ambitions, 
as the dominant foreign 
operator in the Spanish- 
speaking world, could be 
strengthened by an agreed 
takeover of MCL 

Mr Villalonga argues that 
the group is poised to consol- 
idate its position in Latin 
America by participating In 
the lucrative Brazilian mar - 
ket through a pact with Por- 
tugal Telecom. 

Hie volatility in the shares 
- a heavily traded blue-chip 
stock on Madrid’s Bolsa - 
was further fuelled by multi- 
media plans recently 
unveiled by Mr Villalonga. 
which prompted the hostility 
of a Spanish media group 
and a bout of profit-taking 
among small investors 
which make up the bulk of 
equity-holders. 

On Monday, the group’s 
share price fell 2.83 per cent, 
dragging down the Bolsa’s 
index by LSI per cent and 
bringing the overall fall in 
Telefonica’s share price 
since last Thursday - when 
the Madrid market learnt of 
WarldCom’s bid - to 5.72 per 
cent 

Yesterday, the shares 
recovered 1.01 per cent to 
close at Pta4,495. up from 
Monday's Pta4,450. but still 



Juan Villalonga is telling investors he is on 'standby* 
pending the outcome of WorldCom’s bid for MCI wmy toman 


well down on an historic 
high of Pta4,760 on Septem- 
ber 24. 

Analysts said the share 
price had also been hit by 
small investors taking 
advantage of new fiscal 
breaks for equity invest- 
ments and were switching to 
buying shares in Endesa, the 
profitable domestic power 
group which is being par- 
tially privatised. 

BT and MCI yesterday 
reaffirmed their “strategic” 
co mmi tment to the partner- 


ship with Telefonica. 

"We expect this partner- 
ship to have long-term bene- 
fits for both companies, their 
customers and sharehold- 
ers.” said Sir Iain VaUance, 

rhairtnan of BT. 

Bert Roberts, chairman of 
MCI. said: “The strategic 
relationship with Telefonica 
is important for MCL MCI is 
working successfully with 
Telefonica in Latin America 
and regards Telefonica as 
the best possible partner in 
that region.” 


France Telecom oversubscribed 


By Vincent Boland 

Investors who applied for 
shares in France Telecom, 
which is being partly priva- 
tised. are expected to have 
their orders diluted after 
heavy subscription by insti- 
tutions. 

Paribas and BNP, joint 
global coordinators for the 
flotation, closed the book- 
building process for institu- 
tional investors early yester- 
day. By then an estimated 
FFrtOObn ($67.5bn) of orders 
for shares had flooded in - 


about 17 times the size of the 
entire institutional offering. 

“We have a nicely over- 
subscribed deal and we will 
be very selective in alloca- 
tion,” said a senior syndicate 
official. “Allocations [of 
shares] are going to be very 
tight” 

Allocations will be made 
on October 17, ahead of 
France Telecom's flotation 
in Paris and New York on 
October 20. 

Analysts said the main 
reasons for the level of sub- 
scription were its status as 


the world's fourth biggest 
telecoms company, the share 
issue's relatively small size, 
and the feet that It was the 
first from the company. 

Institutional investors are 
being offered France Tele- 
com shares at FFr187 each, 
while private individuals can 
apply for shares at FFr182 
each. Some 2.5m individuals 
p re-registered to buy shares 
without knowing the offer 
price, which was announced 
on Monday. 

Those who have pre-regis- 
tered stand to get a better 


allotment ratio than buyers 
who emerged after the issue 
price was announced. Few of 
those who had pre-registered 
were expected to withdraw 
their orders. 

Private investors can place 
orders up to FFr30.000 each, 
but traders said yesterday 
that many stood little 
chance of getting any shares 
at all because of the level of 
demand. 

France Telecom’s shares 
were trading at FFr210- 
FFr211 on the grey market 
yesterday. 


Accor 
upbeat as 
profits 
surge 

By Andrew Jack in Paris 

Accor, the French hotels, 
tours and car rentals group, 
yesterday annonnced a four- 
fold increase in interim net 
income to FFr458m ($77. 3m) 
in spite of substantial provi- 
sions, and expressed opti- 
mism over the prospects for 
the rest of the year. 

Jean-Marc Espalionx, who 
was appointed chairman in 
January, said: “There has 
been a very significant and 
rapid increase in results, 
which shows the potential of 
Accor at the end of last 
year.” 

He said the group was on 
target to achieve its objec- 
tive of a 15 per cent return 
on capital, and predicted net 
income of FFrl.4hn for the 
foil year against FFrl.lbn in 
1996. 

Return on capital stood at 
9.7 pm- cent across the group 
for the first half, compared 
with 9 per cent for the 1996 
year. Hie highest return 
eame from its restaurant 
tickets at 192 per cent, fol- 
lowed by 152 per cent in its 
casinos division. 

A FFrL3hn capital gain on 
tiie sale of Accor’s stake in 
Compass, the contract cater- 
ing business, was offset by 
FFrl.3bn in provisions for 
the “reallocation of 
resources”, creating an 
exceptional gain for the 
period of FFiSSul. 

The reallocation will 
include the sale and lease- 
back of Accor’s less profit- 
able hotels, covering an esti- 
mated Slim in its economy 
US Motel 6 chain and 
FFr3bn elsewhere. 

It took property provi- 
sions of FFr908m in its 
hotels division and a further 
FFr376m against other 
assets. 

Mr Espalionx said Accor 
planned to increase its hotel 
capacity by 10 per cent a 
year through organic and 
external growth in Europe, 
franchises in the US and the 
development of national 
chains in Poland, Brazil, 
Argentina and Indonesia. 

He said the gronp was 
developing pilot computer 
programs which would show 
occupancy and availability 
in any of its hotels around 
the world, and an experi- 
mental “online” bedroom 
with full multimedia facili- 
ties for clients. 

Turnover at the group 
rose 8 per cent to FFrLSbn, 
and the operating result was 
up nearly a third to 
FFrl.Sbn. The largest 
growth in revenues came 
from its Europcar rental 
business, up 27 per cent to 
FFr12. 6b n. 

It is to sell a large pro par: 
tion of its stake in Parc 
Asterix, the leisure park 
north of Paris which is to be 
listed on the second market 
this month. 
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SAP buoyed by 
rapid growth 

Shares of SAP hit a record high yesterday . . 

German business software group said it 
register rapid growth in the third quarter, traditionafly a ■ 
weak period for the company, and thataales were ahead 
of expectations. The share price, which has more tnan . - ■ 
doubled since the beginning of the year, butiaJly . 

an all-time high of DM51&50, but fell back to DM503.70 at 
the close of floor trading, up 1.1 per cent 

Hie group, which is enjoying one of the fastest growth, 
periods in its 25-year history, attributed the sales f^ins to 
the weaker D-Mark and brisk demand for its core Iw3 
business application software. “The favourable business.; 
developments seen in the first half continued m fofrfotai. 
quarter,” it said. However, it warned that third-quarter . 
costs had risen at almost the same pace as sales. It did.not 
provide specific details. • 

In the first halt SAP reported a 51 per cent rise in sales 
to DM2.4hn ($L36bn), although at the time it said it expec- 
ted a slowdown in the second half. 

SAP. which has said it will seek a. fisting -on a US stock , 
exchange next year, is due to release full results for the ,• 
first wftw months an October 22. .... -■'* V 

Sarah Alihans, Frankfort 

U INDUSTRIAL GASES 


Air Liquide seeks partner 

Air Liquide, the French industrial gases group, is looking 
for a European partner to help develop the so-called ''wet” 
/.htmiffnis side of its business. Hie group has exp anded in 
this sector over the past two years in an effort to improve 
the service it offers to the semiconductor industry, an. 
important part of its client base. "Wet” chemicals include 
products such as hydrogen peroxide, ammonium hydros- - 
ide acids which semiconductor makers use mainly for 
cleaning purposes. 

The news emerged as the group gave analysts a geo- 
graphic breakdown highlighting the extent to which its 
recently annnunnad i 2 per cent increase in interim profits 
was driven by the strength of American ma r kets, v a j... 

Net profits from the Americas rose almost 50 per cent 
from FFrl83m to FFr274m ($46 2m) on turnover ahead by 
one-fifth to FFrS.13hn. Elsewhere, only Africa achieved^ 
growth of more than io per cent, with profits up 20.6 per 
cent to FFr4 1 m- David Owen, Paris 

CONSTRUCTION 


Exceptional help lift Bouygaes 

Changes in accounting methods and a big increase in 
exceptional profits enabled Bouygues to report sharply 
improved interim results. The French construction group 
yesterday reported first-half net attributable profits of 
FFrS28m ($89 Jm) on turnover of FFr4&38bn, against a 
loss of FFri46m on turnover of FFr34. 18bn a year ago. 

Part of the advance in turnover was due to the integra- 
tion of Cise. a water treatment company. 

The latest figures include an exceptional profit of 
FFr650m, due principally to the entry of Italy’s Stet into 
the capital of Bouygues Telecom, which operates France’s 
third mobile phone network. 

The company’s switch from the “contract completion” 
to the “percentage of completion” method of accounting 
for results in the building and public works sector means 
that profits an long-term contracts are now recorded as 
work progresses, rather than on completion. 

Bouygaes said the change was “in. order to comply "with 
international standards and to improve foe clarity and . 
trangpamnry rtf if® aCCQUBtS frw ifa flifflniHfll mgHrpt^"> 

On a comparable ba^s to 1996, the company’s net attribut- 
able profit would have been FFrl72m. David Omen 


BREWING 


Grolsch names new chief 


Grolsch, the Dutch brewer of premium beers, yesterday 
appointed as chairman Jacques Troch, a Belgian who has 
been on its board only since May. Mr Tract, 54, will next 
month take over from Paul Snoep, who said in June be 
was stepping down after 10 years at foe head of the com- 
pany. The succession comes as profits are declining as a 
result of price competition amid a shrinking be« market 
in north-west Europe. 

Mr Troch, a lawyer, joined foe company in 1990 after • • 
more than 20 years at.Belghun’s Interbrew, which brews 
Stella Artois. ' Gordon Cramb, Amsterdam 


REPUBLIC OF TURKEY 

PRIME MINISTRY PRIVATIZATION ADMINISTRATION 




W\ 100% Public Share in 
ETiBANK Bankacilik A.O. 
Will be Privatized 


Paid-up Capital 
Number of Branches 
Temporary Collateral 


TL 2.300.000.000.000 
124 

USD 3.000.000 


1 . 100 % public share in Etifcank BankaciUk AO. [Bank] shall be privatized, through.* block sale’ 
method, by the Privatization Administration. Prime Ministry, the Republic of Turkey (Administration). 

2. Tender shall be performed by the bargaining method consisting of receiving the bids in closed 
envelopes and negotiations afterwards. In case Tender Commission deems so necessary, the tender 
might be finalized by open auction method through participation of bidden with which bargaining 
negatiaaons are continued. 

3. Specifications for Tender and Promotion Document issued for the Bank subject to privatization 
may be obtained, against TL 75.000.000 (seventy five million), from the address of the 
Administration stated below as from 15 October 1997. Specifications for Tender and Promotions 
Document must be obtained in order to participate in the Tender concerned. 

4. Bids shall be prepared in consideration with terms and conditions stated in the specifications 
for Tender and Promotion Document, and submitted to the address of the Administration stated 
below not later than 3 November 1997 by 17.00 hours. Bids which shall be delivered to the 
Administration after the latest dace and time ol bidding will not be considered . 

5. Administration is not subject to the Law on State Tenders No. 2889. and it Is free whether or 
not to execute the tender or to award the tender on any body it deems so or to extend the period 
granted for bidding. 

~~ REPUBLIC OF TURKEY 

PRIME MINISTRY 
f PRIVATIZATION 
ADMINISTRATION 

Hfcevui khml SoUk No. 2 Qantara M480 ANIARA/TURm Tet i’XUIZI 4*1 1500 
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EARN 
52 POINTS 
ON THE 

DOLLAR/MARK? 


If you trade weekly; & me a point per deal over 12 j&oxubs. 

At Linara Europe we quote non private diems 
3-5 point spreads on die major currencies. •'*" • 

(io normal market conditions) 

Ifyou are paying 5 points spreads or more 
then contact Lumro Europe's FX desk. 

Positions are rolled at marker rates. J ' • 

Open a test account with Linnco and compare oar ** r y ' i T i 
Y « k r o p e . 

Linnco 

125 Finsbury Pavement London EC2A 1LE r 

+44 (0) 171 256 6600. • . . .- V. 

E-mail: trading@liniicoeaxope.cojn . 

Regulated by SFA . • 

Ead ° a *P l *- l " ,1 y prtrwe dteBi»; 

la adailao Ed me quoted xpnadi m rrmmi—lun may be duu^d . "..7" 
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Ttie Financial Times plans to publish a Survey 

Spanish Banking 
& Finance 


on Monday November 17 


For more information, 

Ewa Pfaczek-Neves in London 
Tel: +44 ±71 873 3725 Fax: +44 

Edward Macqulsten in C 



Tel:- +34 i ,337 Odfei 
Fax : +341337 
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COMPANIES AND FINANCE: THE AMERICAS 
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J.P. Morgan leads in Latin America 


B» WHy&m LMrte in New Yoric 
a»xl Geoff pyer in MoPauio, 

J.P. Morgan, the US investment 
le ®<*ing mergers and 
acqrf^Ions adviser in LatinAmer- 
durlne fcsCnine months^ 
tiite year. According to Securities 
Dgta^tiie M&A data consultancy. 
J-KMorgan ranked top based on the 
num ber a nd volume erf annn mwa d 
arid completed, transactions. 

■_The investment bank annmm^ 
28 transactions during the first nine 
months totalling $io.6bn, and 
"itfsed on 30 completed transac- 
tiraswMi a total vohane of $iZ2bn. 

it advised on $5.7hn worth of 
announced transactions and SS.ibn 
in completed deals. 


Rothschild ranked second In terms 
of a n nou n ced Latin American M&A 
deals done in the first nine mnnthg 
of 1997. U advised cm 12 deals worth 
$L7bn. Industry-wide, a total of 506 
deals were announced worth $49^bn. 

hr terms of deals completed, Salo- 
mon Brothers, which is being taken 
over by Travelers Group, ranked sec- 
ond. It advised on nine completed, 
deals, worth a total of $6.2bn. In 
total, 381 deals were completed 
worth $47bn. 

Timothy Purcell, co-head of Latin 
American banking for JJP. Morgan, 
said that while the level of M&A 
activity in Latin America was “rela- 
tively small" in comparison with the 
US "it is growing very rapidly-, 
driven primarily by European nnri 


US multinational companies. How- 
ever, M&A activity was also being 
boasted by intra-region takeovers. 

Takeover activity has been grow- 
ing strongly in Latin America as 
multinational companies have 
invested heavily in the region to 
take advantage of the high growth 
rates, that macroeconomic stabilisa- 
tion has brought. 

This restructuring process has 
been particularly deep in Brazil over 
the last year, where the liberalisa- 
tion of the economy has exposed the 
largely family-owned corporate sec- 
tor to competition from imports and 
new entrants. 

As a result, many of these compa- 
nies have been willing sellers to 
foreign buyers trying to enter the 


Brazilian market. Brazil has also 
launched a massive privatisation 
programme, with assets worth S80bn 
expected to be sold to the private 
sector over the next three years. 
This has provided a number of big 
deals for investment banks. 

Looking forward, Mr Purcell said 
that most M&A activity was likely to 
centre on Brazilian privatisation. 
“The levels of activity will be influ- 
enced by how quickly the Brazilian 
government decides to press ahead 
with privatisation,” he said. 

In Bra2iJ, J.P. Morgan advised 
Southern Energy, the US group 
which was part of a consortium that 
bought a 33 per cent stake in Cemig, 
an electricity company, for $l.lbn 
earlier this year. 


Tricon aims to grow with a smile 


T here's good news if 
you want to eat on 
the hoof in the US: 
'there have, never been as 
many fast food restaurants, 
and the competition between 
them is cut-throat 
But this is not such good 
news fin- the fast food opera- 
tors themselves - am npg 
them Tricon, the test food 
spin-off from PepsiCo that 
started -trading on the New 
York Stock Exchange yester- 
day. 

The number of fast food 
restaurants ha« been grow- 
ing at 4 per cent a year in 
the US for the last two years, 
easily outpacing population 
growth. 

So although Americans 
axe eating out more, restau- 
rant operators have been 
Struggling: even the mi ghty 
McDonald's has seen US 
profits tumble. 

As owner of the Pizza Hut, 
Taco Bell and KFC chains, 
Tricon has more fast food 
outlets than any other com- 
pany in the world. 

. .But about 80 per cent of its 
operating profits; come from 
the US, leaving it heavily 
exposal to the world’s most 
competitive market. 

The company's financial 
results are muddled by so 
many special items that they 
are difficult to interpret 
But the company’s; letter 
to shareholders about the 
spin-off says operating prof- 
its fell by $91m, or 13 per 
cent, on an triggering basis 
last yriarr - J •* 


Much of the decline was 
attributable to poor perfor- 
mances in the US from Pizza 
Hut, which suffered a 4 per 
cent decline in stores open 
more than a year, and Taco 
Bell, which suffered a 2 per 
cent decline. Only KFC did 
better, increasing same-store 
sales by 6 per cent 

The declines at Pizza Hut 
and Taco Bell were caused 
largely by their inability to 
come up with attractive new 
products. Pizza Hut in par- 
ticular suffered hum a com- 
parison with the previous 
year’s successful introduc- 
tion of the Stuffed Crust 
Pizza. 

The first half of this year 
has shown signs of a turn- 
around. Although Pizza 
Hut’s same-store sales fell 
another 7 per cent, KFC’s 
were up 4 per cent and Taco 
Bell’s were up 3 per cent 
Overall, operating profits on 
an on-going basis rose by 
tTSm, or 22 per cent 

However, much of the 
profit increase came not 
from higher restaurant sales, 
but from Tricon ’s policy of 
franchising out restaurants 
to owner-operators. 

At the end of last year, 
seme 44 per cent of Tricon’s 
restaurants were company- 
owned, compared with 21 per 
emit fin* McDonald’s, and Tri- 
con is trying to even the 
numbers up. Tricon receives 
an initial licence fee from 
each franchising deal, and 
usually realises a gain on 
the sale- of the restaurant. ' 


Tricon: test food fast-track 
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In addition, its annual 
franchising income from 
each property often exceeds 
the profit it was previously 
making from the same prop- 
erty. 

Thanks to the expected 
increase in franchising 
income, Tricon’s sharehold- 
ers can look forward to ris- 
ing profits in the short-term 
In spite of a *L8bn debt bur- 
den imparted to the com- 
pany by PepsiCo as a fare- 
well gift. 

1 Further ahead, however. 
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they will be looking for 
underlying growth in the 
business. 

Mr Andrall Pearson, chair- 
man and chief executive, 
says much of that growth 
will come from expansion 
outside the US. Half the com- 
pany’s revenues and profits, 
be predicts, will come from 
outside the US “in the not 
too distant future." 

But Mr Pearson stresses 
that be sees big opportuni- 
ties for expansion in the US. 
too. 


People have been talking 
about market saturation in 
the East food business for 20 
years, he says, just as they 
have on the rest of the retail 
business. 

“But there is always some- 
body doing a heck of a lot 
better than everybody else, 
and that’s because they 
know how to manage the 
business.” 

Mr Pearson says Tricon is 
at an advantage in the US 
because, unlike the Ham- 
burger chains, it dominates 
its three main market seg- 
ments - Mexican food, 
chicken products and pizza. 

“So when people want 
those kind of products, they 
pretty well have to come to 
us. 

The key to Tricon’s 
growth in the US, says Mr 
Pearson, will be good 
products, good value, 
consistent innovation, so 
that people have a reason to 
come back to the restaurants 
more often, and most 
Importantly, superior execu- 
tion. 

“That’s the challenge: 
when somebody comes in, 
somebody says ’hi’ and 
smiles at them , takes their 
order and bands it to them, 
and says thanks for coming 
to Pizza Hut or Taco Bell or 
KFC. and that’s what it’s 
about 

"This business is not 
about concepts. It’s about 
superior execution.” 

Richard Tomkins 


Peugeot 
poised to 
expand 
in Brazil 

By David Owen In Paris 

Peugeot-Citroku, the French 
car group, is poised to 
announce a long-awaited 
investment in a new Brazil- 
ian car plant as part of a 
drive to step up its interna- 
tional presence. 

The company has decided 
to locate its first Brazilian 
plant in the state of Bio de 
Janeiro. The factory will 
involve an investment of 
some $600m and produce 
70,000 vehicles a year. 

The move will continue a 
trend which has seen lead- 
ing carmakers pump billions 
of dollars of investment into 
the sub-continent, attracted 
by the region’s size, popula- 
tion and potential for eco- 
nomic growth. 

Last year was a record 
year for motor industry 
spending in South America, 
with Germany’s Volkswagen 
- the biggest carmaker in 
the region - opening two 
new plants in Brazil in the 
last quarter of 1996 alone. 
Italy's Fiat, VWs biggest 
rival in the region, has 
invested large sums to boost 
output in Brazil and launch 
its Patio “world car”. 

Peugeot -Citroen recently 
reported half-yearly profits 
of FFrS64m ($95m), down &3 
per cent. It was hit by tbe 
depressed state of its domes- 
tic market but bnoyed by 
beneficial currency fluctua- 
tions and strong sales out- 
side Europe. 

The results were the last 
released under the steward- 
ship of Jacques Calvet, its 
long-serving chairman, who 
was replaced by Jean-Martin 
Folz last month. Mr Calvet 
suggested as early as April 
that an announcement on a 
new Brazilian plant was 
imminent. 

The company will be fol- 
lowing the example of Ren- 
ault, its domestic rival, 
which decided last year to 
build a plant in Brazil. The 
French carmakers have been 
criticised for being unadven- 
turous, compared with com- 
petitors. in fast-growing 
regions such as South Amer- 
ica and eastern Europe. 


AMERICAS NEWS DIGEST 


Amoco Chemical 
in Indonesian link 

Amoco Che m ical, part of the Chicago-based energy and 
petrochemicals group, said yesterday that it was teaming 
up with Salim Chemicals. Indonesia’s biggest producer of 
chemical products and largest conglomerate, to look at 
developing a 200,000-ton a year polypropylene plant in 
Merak. 

A joint feasibility study is due to be completed in the 
first half of 1998, and tbe aim would be to bring on the 
facility by early 2001, in conjunction with a previously 
announced SaHm-BP cracker. 

The cracker, costing between $500m and Jlbn. will be 
Indonesia's second such facility. When tbe venture was 
announced in January this year, the partners said that it 
was likely to start processing in 2000. 

No figure was disclosed for the likely cost of the poly- 
propylene project, should it go ahead, but similar plants 
would cost in the S200m range. Amoco, tbe world's third 
largest producer of polypropylene, already has manufac- 
turing facilities in the US and Europe, but this would rep- 
resent its first such investment in the Asia-Pacific region. 

Nikki Tait . Chicago 

■ INSURANCE 

AIG enters Polish property 

AIG, the international insurer and financial services com- 
pany. working in conjunction with the Lincoln Property 
Company, a US property developer, has moved into cen- 
tral Europe’s real estate market with an $80m warehouse 
project in Warsaw, the Polish capital. 

The Diamond Business Park's $20m first phase, due to 
be completed next March, will add 30.000 sq m of western- 
standard storage and office space to Warsaw’s underdevel- 
oped warehousing market - which is currently estimated 
to total a mere 52.000 sq m. 

The warehouse, which is being built by Black and 
Veatch, a US construction company, is sited on 22 hect- 
ares of land near the Janlti shopping centre on Warsaw's 
southern rim. The Diamond Business Park will provide a 
total of 100,000 sq m of storage space at completion. 

The AIG partnership with Lincoln is also planning to 
build housing in Poland and is considering the construc- 
tion of commercial and office building in Prague, tbe 
Czech capital. AIG/Uncoln have already built 250 housing 
units in Berlin. Christopher Bobmski, Warsaw 

■ TECHNOLOGY 

Unisys moves to reduce debt 

Unisys, moving to reduce its debt load, yesterday called 
for redemption of $345m in convertible notes. “This is the 
first step toward our goal of reducing the company’s debt 
load by $1 billion by the year 2000.” said Lawrence Wein- 
bach, newly appointed chairman and chief executive of 
the computer and computer services company. 

“We are focused on making major improvements in our 
capital structure.” he added. The debt conversion would 
save approximately $28m a year in interest payments, 
Unisys said. The notes are convertible into Unisys shares 
at a price of $10-24. Yesterday. Unisys shares were trading 
at $14fg in mid-session. Louise Kehoe, San Francisco 


Comments and press releases about international 
companies coverage can be sent by e-mail to 
mtemaUaaaLcompaniest^fLcom 
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1 997 interim results 

Net profit up 55% to FF 1.2 billion 



Contribuiion by company, 
in millions of French francs 


■ Athena Assurances 

Athena Assurances confirmed 
its position as one of the most 
profitable insurers, with on annual 
return on equity of more than 1 0% 


On 2 October, the Supervisory Board reviewed the Group's interim consolidated 
financial statements, as presented by the Management Board. Consolidated net 
profit surged by 55% to FF 1.2 billion, without any increase in exceptional income 
and despite a FF 62 million increase in taxation. 


In millions of French fronts First-half 1997 Firri-half 1996 Change 1997/ 1996 

pro forma pro forma 

Insurance and Financial Services 592 376 +57% 

Industry and Industrial Investments 528 288 +B3% 

Holdrna companies 


pro forma 


pro forma 


The Supervisory Board of Worms & Cie met on Thursday, 2 October 
J 99 7 to discuss the terms and conditions of tbe tender offer 
made by Evran , a subsidiary of Artemis ( Pinault group). 
Following an exchange of views, the Supervisory Board unani- 
mously decided that the offer made by Evran was not in the best 
interests of Worms & Cie and its shareholders. 

The Supervisory Board 
considers that the offer 
price is inadequate and 
does not properly reflect 
the potential for growth 
in the value of Worms 

& Cie's assets. 

The Supervisory Board has therefore unanimously decided to 
recommend that Worms <& Cie shareholders and holders of 
Worms & Cie convertible bonds reject Evran's offer. 

AH the members of the Supervisory Board confirmed their 
decision not to tender their shares to the offer. 


[+68%] 


■ Permal Group 

A world specialist in international 
fund management 


The Supervisory 

Board unanimously 
rejects Evran offer. 


F*sr-fUtf 1996 firsr-tiaH 1997 

■ Generate Sucriara 

One of the highest productivity 
rates in Europe 

266 




Ffal4utfl9M . Fis-haS 1997 

■ Arjo Wkgpns Appieton 

No. 1 in paper merefioating' in 
Eutape 

No. ! worldwide for carbonless 
ora! thermal papers ' 



'mm-WB ' totuSSS? 


tConpogme Nafottab 


Consolidated net 


Earnings per shoe [m French francs) 


NB; As a remit of the Worms & Ge/5wnf Louis merger carried out in June 199' with retroactive 
effect at 1 January 1997. pro forma interim financial statements have been prepared for 1 996 ta 
permit meaningful comparisem. 

Insurance and Financial Services Net Profit Up 57 % 

Athena Assurances's contribution to interim consolidated net profit rose 68% to 
FF 515 million. The unallocated assets of the French businesses increased by 9% 
from FF 54.5 billion at year-end 1996 to FF 59.2 billion. At 30 June 1997, 
unrealised gains totalled FF 8.5 billion versus FF 6.9 billion of 3 1 December 
1996, representing an increase of 23%. 

Permd Group's first-half net profit was 26% up at FF 77 million. Excluding excep- 
tional Hems recorded in 1 996, the increase was 83%. Assets under management 
advanced from FF 29.6 billion at yearend 1996 to FF 37.8 billion. 

Industry and Industrial Investments Net Profit Up 83 % 

Generate Sucriere maintained its record of earnings growth, with interim net profit 
of FF 266 million versus FF 240 million in firstfralf 1 996. During the period, the 
group made further advances on the international front, acquiring an 1 6.5% stake 
in Ebro, Spain's leading sugar producer, for some FF 900 million and doubling its 
interest in the Kaba sugar plant in Hungary, in France, the highlight of the period 
was the integration of the former CFS sugar mill in Mgrle. 

Arjo Wiggins Appleton (AWA) contributed FF 231 million to consolidated net 
profit versus FF 42 million in first-half 1 996. The paper group's very strong 
earnings growth reflected the benefits of the restructuring programme initiated in 
1996 and improved trading conditions, which together drove o twofold increase 
in operating profit. During the period, AWA consolidated ib leadership position 
in specially papers and merchanting. 

Gompagnie Nafonde de Navigation returned to profit at the operating level ond 
also benefited from a sharp frill in interest expense. It contributed FF 22 million 
to consolidated net profit, as opposed to a negative contribution of FF 2 million 
in firsMialf 1996. During the period, the group and its jointventure partner 
Compagnie Maritime Beige pursued the renewal of the oil shipping Reel which 
now comprise 17 ships including 1 1 new or modern vessels. 

Activity levels for the year to date are ahead of forecasts and the Management 
Board expects Worms & De Group's full-year consolidated ret profit to be signifi- 
cantly in excess of 1996 pro forma profit. 

Worms & C 1 * 
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COMPANIES AND FINANCE: UK 


BTR sales could attract £480m bill 


By Rosa Homan 

BTR could face a bill of 
£480m (S777,6m) for tax and 
advisers' fees arising from 
its plan to turn itself from a 
conglomerate into a focused 
engineering group. 

Brokers estimate tha t the 
biD for capital gains tax aris- 
ing from the UK conglomer- 
ate’s £3.1bn worldwide dis- 
posal programme is likely to 
reach £340m. Up to £140m 
more is likely to be spent on 
sale-related costs, including 
fees for investment bankers. 


solicitors and accountants, 
they say. 

Ian Strachan, the BTR 
chief executive, revealed the 
second-round restructuring 
last month - and disappoint- 
ing half-year results. 

He is believed to have 
appointed Schroders to find 
buyers for the group's port- 
folio of packaging, materials, 
building products and poly- 
mer engineering businesses. 

In addition. Goldman 
Sachs, the US investment 
bank, bas apparently been 
retained to assist in finding 


buyers for the packaging 
.and materials businesses, 
which, with animal sales 
totalling £l.45bn, are the 
largest operation earmarked 
for disposal. 

Some analysts believe BTR 
may float the packaging 
operation in a public offer- 
ing. But most believe a trade 
sale to a rival is more likely. 

The glass packaging busi- 
ness, with sales last year of 
£572m, is expected to attract 
the attention of rivals, 
including Owens Illinois 
with which it has iir»nging 


agreements. 

Possible buyers for Che Pet 
bottles and other plastic 
packaging operations, with 
annual sales of £445m, could 
include peers such as John- 
son Controls. Constar and 
Southcorp. Also on the sale 
list is Formica, the US-based 
laminates business (annual 
sales £438m). 

BTR’s building materials 
manufacturers - largely 
based in Australia - which 
have annual sales of £618m, 
are expected to attract keen 
bidding from local rivals. 


Polymer products, based 
in the UK, continental 
Europe and Australia, are 
believed to be a strong can- 
didate for a management 
buy-out 

Analysts estimate that 
receipts from the disposals 
could range from about 
£2.7bn to £42bn. But the con- 
sensus has settled at £S.lbn, 
including a further £125m of 
receipts expected from sell- 
offs announced last year. 

Part of the sale proceeds, 
comp £345m. is expected to 
be applied to redeem debt. 


That would leave the group 
with interest cover of 5 to 6 
times, a level with which 
Kathleen O'Donovan, 
finance director, has indi- 
cated she would feel comfort- 
able. Up to EUtSbn is expec- 
ted to be used in a share 
buy-back to bolster the value 
of shares and reduce the div- 
idend distribution. 

The remaining funds, 
some £L5bn, are likely to be 
set aside to Invest in the 
company's on-going engi- 
neering businesses or rein- 
force t he m by acquisitions. 


Critics base their attack on the margins 

Ross Tieman takes a look at the conglomerate's efforts to become an engineer 


T he bears have their 
claws into BTR. Since 
the conglomerate 
announced a £3.1bn 
(S5.02bn) disposal pro- 
gramme last month, a string 
of brokers' circulars has 
highlighted the dilution of 

earnings expected to flow 
from its decision to reshape 
itself into an engineering 
group. 

The problem steins, as 
ever, from the high profit 
margins earned to the past 
by the group's portfolio of 
manufacturing operations, 
which range from car parts 
to plastic packaging. 

Selling them off will bring 
in cash, which earns a lower 
return. Yet it could be sev- 
eral years before the group 


RESULTS 


is able to reinforce its core 
engineering operations by 
acquiring businesses that 
enjoy comparable profit 
margins to those of the com- 
panies sold - albeit with 
better growth prospects. 

The sharpest criticisms, 
however, have focused upon 
two perceived weaknesses in 
management performance. 

The first is the purchase 
little more than two years 
ago of the 38 per cent minor- 
ity which BTR did not own 
in BTR Nylex, Its Australian 
arm. 

BTR ended up paying 
£2bn for the minority, a pre- 
mium of more than 25 per 
cent to the BTR Nylex valu- 
ation before the plan was 
announced. 


Yet according to the latest 
estimates, on the basis of 
turnover BTR Nylex 
operations account for about 
80 per cent of the group of 
businesses now earmarked 
for disposal These Include 
all the packaging and mate- 
rials operations, most of 
BTR’s building products, 
and a minority of its poly- 
mers business. 

Allowing for interest on 
borrowings, and central 
costs, the deal valued the 
entire BTR Nylex operations 
at about £3.8bn at today’s 
exchange rates. That sug- 
gests that just two years ago 
the entire group of busi- 
nesses for sale was worth 
£4.4bn to fi-LSbu. 

Yet most leading analysis 


believe the company is 
likely to raise only about 
£3.1 bn from its latest dis- 
posal programme. 

If that proves correct, “the 
process of buying into BTR 
Nylex and then selling most 
of it on has been shockingly 
dilutive, to the tune of 30 
per cent over two years", 
according to one broker. 

Another report says: “It is 
difficult to escape the con- 
clusion that the £2bn Nylex 
minority purchase repre- 
sented a significant deple- 
tion of value for BTR share- 
holders." 

The second point of con- 
cern Is the performance of 
the engineering businesses 
upon which BTR has now 
decided to focus. During the 


first half, these achieved 
underlying sales growth of 5 
per cent Brokers say under- 
lying growth in operating 
profits from these busi- 
nesses was I per cent or 
even less. 

When the strategy was 
unveiled, Ian Strachan, 
BTR’s chief executive, said 
that by focusing on sales 
growth, and cutting costs, 
BTR would be able to lift 
earnings “at least as fast as 
the wider market". 

In spite of the criticisms, 
some brokers are prepared 
to back that promise with 
buy recommendations. 
Bruce McDonald, of NaiWest 
Securities, believes that 
with the support of a new 
heavyweight chairman, Rob- 


ert Baumann, Mr Stracban 
may yet tramp Ms critics. 

“They are selling at the 
bottom, having bought at 
the peak,” he says. “But it is 
something they had to do to 
take the company forward. 

“In five years* time we 
may look back and see it 
was exactly the right thing 
to do." 

But on one point all agree. 
The transformation of BTR 
into a group capable of sus- 
tained outperformance is 
likely to take longer than 
most investors imagined 
when Mr Strachan was 
appointed almost two years 
ago. And the ride is proving 
more uncomfortable, and 
more unpredictable, than 
any would have wished. 
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Any financial tool 
ready in the future 
is too late 



The markets change instantaneously. That's why you need the market data 
terminal of the future today, BridgeStation. BRIDGE is already installing 
BridgeStation at sites worldwide. These users know that BridgeStation 
gives them the edge in the marketplace that others only 
dream about. So see for yourself, at BRIDGE we deliver products while 
our competitors are only issuing press releases. 


woandMw ca ro tin . 



Visit our web site at www.bridge.com 
or call us on +44 171 842 4076 for more information about BridgeStation 
BridgeStation is a service mark for Bridge Information Systems, Inc. All other product names 
are trademarks of their respective companies. 

© 1997 Bridge Information Systems 
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Gordon Page in cockpit of a RAF Nimrod being refurbished 

Cobham poised 
for sales take-off 


By Peter Marsh 

Cobham said yesterday it 
was poised for strong sales 
growth, as the specialised 
engineering group 
announced a 20 per cent rise 
in first-half profits. 

Gordon Page, chief execu- 
tive, said the company hoped 
to raise annual turnover 50 
per cent to about £450m 
($729mJ within three years, 
helped by a number of small 
acquisitions. 

Mr Page said that the com- 
pany was in a "healthy” 
state with an order book of 
£630xa, above the figure of a 
year ago. 

In the six months to June 
30, pre-tax profits were 
£24 9m (£20. 8m) on sales up 
15 per cent to £15Llm. 

The company's activities 
include the manufacture of 
flight refuelling systems and 
microwave communications 
networks, and operating 
training services to military 
users in fields such as elec- 


tronic warfare. 

Mr Page said the company 
was benefiting from being in 
a number of “niche" areas. 
For instance, in flight 
refuelling it was involved in 
projects with both Boeing 
and Lockheed Martin, the 
two US companies compet- 
ing for large contracts with 
the US Defence Department 
in the Joint Strike Fighter 
aircraft programme. 

The company is also opti- 
mistic about its efforts in 
non-aerospace activities, 
built around its acquisition 
in 1995 of Westwind. a world 
leader in novel types of air 
bearings for industries such 
as electronics, machine tools 
and textile systems. Wes- 
twind generates about 10 per 
cent of Cobham's sales. 
According to Mr Page, its 
revenues could triple in the 
next five years. 

Cobham said it planned to 
spend small sums in the 
next year or so on acquisi- 
tions. 


Scrip benefit for 
T&N investors 


By Andrew 
EdgecOffe-Johnson 

The rise in T&N's share 
price since Federal-Mogul’s 
£1.25bn ($2.02bn) takeover 
approach could increase the 
value of T&N’s latest divi- 
dend by almost 60 per cent, 
it emerged yesterday. 

Robert Speed, engineering 
analyst at Henderson Cros- 
thwaite, said shareholders 
could raise the value of their 
dividends by more than 
£10m by opting for the scrip 
dividend rather than the 3-2p 
per share cash payment 
offered as T&N's second 
interim. 

PDFM, the fund manag er 
which holds a near 25 per 
cent stake, could make 
almost £&5m from the quirk 
in the dividend arrange- 




ments, as well as a large 
profit on its holding should 
the takeover go through. 

The scrip dividend offers 
investors shares rather than 
cash. The number of shares 
is calculated on the assump- 
tion that each share is worth 
152.7p - roughly the shares' 
level at the time of the 
Interim results in August 

Federal-Mogul’s approach, 
which investors expect it 
may have to raise from the 
235p per share level it indi- 
cated. has lifted T&N’s 
shares to 243Vip. 

There was renewed specu- 
lation yesterday, that Dana 
Corporation of Ohio could 
still be interested in a bid for 
T&N. Dana said: “We don't 
Issue any comment on our 
current or potential acquisi- 
tion activity.” 


LEX COMMENT 

Arjo Wiggins 


Arjo. Wiggins Appleton 
investors should take 
heart from news that IfiL 
the Agnelli holding com- 
pany, is- proposing a 
friendly takeover of its 40 
per cent shareholder. 
Worms & Compagnie. A 
chang e in ownership could 
end the clash between 
French British inter- 
ests which has prevented 
the group from playing a 
full part in the industry’s 
consolidation in recent 
years. 

But the real question is 
what the Agnellis would 
do with the stake if they 
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succeed in winning Worms. Break-up yaluationwar Aijo 
range from 23Qp to 250p per share, a 15-25 per c^rf; 
premium to the current share price: But ft wou ld be ^ 
difficult for im to prompt a break-up. It would r affle 
either finding a buyer prepared to bid for the whole, group 1 
or buying out the balance of Aijo at a cost Df more tijan 
£1.2bn ($1.94bn). ' 

Ifil could place the stake. The snag is that p lacing 4ftper 
cent would require a heavy discount on the current p dee. 
So why not do a deal with Arjo itself? It could easfijr 
afford to buy half the stake - perhaps at a discount to tfce 
market - allowing Ifil to place the rest A 20 per cert 
share buy-back, of about £300m at yesterday's price, 
would leave interest cover at a strong 5.6 times, and 
e nhanc e earnings by an estimated 16 per cent next year. 
Moreover, it would go a long way towards; rewarding 
long-suffering shareholders whose interests- appear to 
have been buffeted by the shareholding structure of; 
recent years. 


NEWS DIGEST 


R Dutch/Shell in 
Caspian move 

Royal Dutch/SheH, the AngloDutch oil and natural gas 
group, yesterday confirmed that it was trying to catch up 
with its competitors in the southern Caspian Sea' region;; 
which is expected to become an important source of the ' 
world’s on in the coming decades. . ' ' ■ ' 

The company, which has been noticeably absent from / 
the growing line-up of big international oil companies 
which have flocked to Azerbaijan over the past few years, 
said it was “interested” in taking a stake in the ' 
Kyurdashi field, located in the southern Caspian Sea. 

But Shell would not confirm reports that it was trying . 
to secure a 25 per cent stake In a $2£bn project, which 
also involves Agip. the Italian oil company. Other 
international energy groups which are said to be 
interested in the field include Texaco and Chevron of the 
US, Total of France and TP AO of Turkey. 

Shell has not missed out entirely in the rush to secure ■ 
positions in the Caspian region. It is a member of a 
consortium negotiating with Kazakhstan to drill bran - - - 
offshore area of the northern Caspian. Robert Canine 

P&O forges Norwegian link 

P&O, the shipping and property group, yesterday unveiled 
a partnership with Farstad Shipping of Norway, to:- • 
operate their offshore supply vessels intemationaRy. The . 
partnership is expected to become operational by the end 
of the year. ... 

P&O and Farstad win own equal stakes in the business 
which will take over virtually all of P&<ys existing 
offshore supply business currently included in its 
Australia subsidiary. The partnership, which will have its. 
headquarters in Norway, wfll Initially operate seven . 
ships, five of which will come from P&O. P&O wiD •; j ' 

contribute vessels worth $59 .2m, and Farstad 532.8m. 

P&O said the move was part of its strategy to focus on 
core businesses. Its shares rose 16p to 696p. Otaris Chesser 

Abbott takes Biorex stake : ! - 

Abbott Laboratories, the US pharmaceuticals group* has : 
agreed to take a stake in Bihrex, a Hungarian ‘ • 
biotechnology company, and license its lead products. 

The deal, which has yet to be signed, will see Abbott 
make a significant investment in the company, and ' ■ 
provide funding for at least two years. ' _ . . 

Biorex. which is 63 per cent owned by. the. Jersey-based 
First Hungary Fund, had been planning to lisfctmthe UK- 
stock market. That plan was now on holiL- but First 
Hungary managers said it might still be considered in the. 
longer term, although a sale to Abbott was also a ; 
possibility. 

Abbott, which has been negotiating the deal for severer 
months, is paying 40 per cent over Biorex's value on First 
Hungary's books, set at $65m last December. Roger Taylor 


THE KOREA-EUROPE FUND LIMITED l : 

International Depositary Receipts * : • . 

issued by 

Morgan Guaranty Trust Company of New York 

Notice of Annual General Meeting of Shareholders 

NOTICE ia hereby given that the Annual General Meeting of The Korea-" 
Eorcpe Puad Limited wfll beheld at 12 noon oo Friday. 24 October 1997 at 
55 Gutter Lane, London EC2V8AS, to consider and, if thought fit, pan • 
resolutions 1 co 11, which will be proposed as Ordinary Restitutions:- 1 *. 

J. That the Report of the Directors and the Accounts be adopted. 

- To declare a final foreign income dividend of 3 cans for the year ,; 
ended 30 Jane 1997. . . . . ’ 

3 . Tlw Dr Un-Quag-aung be re-elected as a Direeica- of tbeCaiHpaiiy.. 

4. Hut Mr Joint Dare be re-elected as a Director of die Coo^wny. 

5. Thai Mr Peter Godwin be reflected as « Director of (i* Coorany. 

d. That Mr Jeremy HUI be re-elected as a Director of tbeCdaipeny. J... 

7. Thai Mr Bernard Simoo-Barbouk be re-elected as a Director of tho 
Company. 

8 . Tbst Mr Jmg-Sam Park be elected as a Director of the dompaN. 

9. That Mr Srong-Hooo Hong-be ekdod as a Director of tbeConmsny^ ’ ' 

10. That KPMG Audit pic be re-appointed as Auditors of du Coameny/ ; ' - 

11. Thai the Board be authorised to agree Ok AreBmn' rsmuoaaiion. 

Re giste red Office: , . 

' By Onfer of the Bond 

St Johan's Avenue • Schroder tavertmenr M un. dAr ^ rww 

St Peter Port • „ ' 

Guernsey. ‘ 

Voting Arrangements for JDR-Hotden ~ 

IDR-Holdas who wish to vote must follow tfae following procedure;- ’ 

If the IDRs are held in an account with Eu«xdear «*iCH3EL,TDR.- • 

CEDSL fawnwtoft feem joWocfc , • 


speeHy dm manner in which the votes untamable to dm IDR* ibod^lbe 
cajt 

If the IDRaarctKKheJd tfartmgbEnroclearorCedeflDR-aoIdctiinak 

aaaj ? **““*“* votil1 * “Wructkms, together wi* either fl*ir HJRs or their : 
bank's jan f L i uatloo of deposit (i nc l udi ng tDR serial numbers), reach dm'- • 'i 
Depositary at dm latest on liflOnoonenll October 1997 at th£ed*t*r * 
given below (attaatkai Secnritfes Department - 5 Qg 

Copies of the Annual Report am available from die Connamr*s.^bin8d^- 
ofliee and the Depositary at dm address Indicated below. • , 

Depositary*- Morgan Gnaroiaty Trust Company of Nevr^ Tfcefc- •’ 

_ 35, Avemie dee Arts, 1040 Brtaseb,Bel^4int V .*/'• : , 

JP Morgan 
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INFORMATION TECHNOLOGY 


Language processing • George Cole 
and Louise Kehoe 

Wise words 
make machines 
see sense 

Microsoft researchers have embarked on an 
ambitious project to help computers 
understand their users 

C SS !"**!!# -1 f“»?i y searcbin * for love in all the that translate the spokei 
mpm nri D j? wrong places. word into text. In the auto 

memories and the Yet if we humans are ever mated translation arena, s 
aDLUty to DfOCKS tn intavai^ K 9 «n*«ii n nriti. vu JI U 1 . u.n .1 


SMALL PURRS’ 
MAMMAL ? ! ! 
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C omputers may 
have infallible 
memories and the 
ability to process 
quikly vast quantities of 
dar, but when it comes to 
urierstanding plain English 
— <r any other human lan- 
guge, for that matter - they 
ar really dumb. 

Yy asking a computer to 
serch the internet for docu- 
mnts on “romance.*’ and 
tb results will inevitably 
co vince you it has been 
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£rfoniutibn Technology 
•ThelFFs review of 
,J^inT»aijon Technology 
aappeare/on ihe first *• 
Wednesday oFeach month 

I magine a compute that 
recognises your face, 
understands your 
gestures, and can be turned 
off simply by a shake of the 
bead. Workers at Microsoft 
. Research’s Vision 
Technology Group are 
aiming to develop PCs that 
will do all this. 

Despite their amazing 
processing power, most of 
today's PCs are essentially 
blind, deaf and dumb 
devices - they cannot “see" 
their users, nor can they 
recognise speech or talk to a 
person. 

More and more PCs are 
offering speech recognition 
and speech synthesis 

Electrons to 
beam down 
on chips 

Researchers have long 
dreamed of using electron 
beams to write patterns on 
integrated circuits, rather 
than conventional optical 
technologies. This is 
because light has too large 
a wavelength to produce 
patterns ranch smaller than 
tire 10 mittfaotiiR of an inch 
possible today. 

But unfortunately an 
electron-based lithography 
system fast enough to be 
used economically has 
proved elusive. 

In 1989, a technique to 
overcome this known as 
Scalpel (for “scattering 

with angniar limitation 
projection electron 
lithography”) was invented 
by Murray Gibson, a 
professor at the University 
of Illinois, and Steven 
Berger of Integrated 
Solutions. 

Both were then employed 
at AT&T Bell Laboratories 
(now Lucent Technologies), 
where a Scalpel proof of 
concept machine has 
recently been built to 
demonstrate the feas ibilit y 
of manufacturing features 
with widths of less than 
three milli onths of an inch. 

The machine also 
demonstrated the feasibility 
of the method to reach 
production within the next 
decade, although that 
would take some $lbn 
(£600m) of investment, says 
Prof Gibson. 

University of Illinois. US: 
tel 2173331085. fax 
2172440261, e-mail 
idnews@uiut.6du 
A feature article by Louise 
Kehoe on the future of chip 
making appeared m the FT 
on October 3. 

Thin ‘coats’ 
add more 
data to disks 

As researchers seek to cram 

increasing' amounts of data 
onto a hard disk, they face 
a problem: the disk surface 
and slider or reader head 
will have to move so close 
together that it will almost 
be a matter of semantics 
whether they are touching- 

Normally, they are 
protected with “overcoats 
made of smittered-on. 
Hydrogenated carbon 12 to 

15 pnnnnH tters (thousand 
milli on tbs of a metre) 

♦wok. But higher data 


searching for love in all the 
wrong places. 

Yet if we humans are ever 
to interact naturally with 
computers, the machines 
must learn our languages. 

That is the ultimate goal 
of researchers in “natural 
language processing** (NLP), 
a science that is on the brink 
of producing technological 
breakthroughs that could 
make computers much 
easier to use and much more 
useful. 

Already, there are several 
applications of NLP in com- 
mercial use. These include 
computer speech recogni- 
tion, text-to-speech transla- 
tion and automated lan- 
guage translation systems. 
To date, however, most are 
designed for use in specialist 
applications. 

International Business 
Machines, for example, 
offers speech recognition 
systems for use by doctors 


that translate the spoken 
word into text. In the auto- 
mated translation arena, a 
bi-directional Arabic- English 
translation system, based on 
NPL, was previewed last 
month by Sakhr Software of 
Cairo, Egypt 

There are also speech rec- 
ognition systems aimed pri- 
marily at disabled computer 
users and text-to-speech 
readers for the blind. 

However, work under way 
at Microsoft’s research labo- 
ratories in Redmond. Wash- 
ington, may soon bring NLP 
to the "mass market" of per- 
sonal computer users. 

Over the past few years, 
the software industry leader 
has drawn together a team 
of more than 50 of the top 
computer scientists, lin- 
guists and other specialists 
in the field in an ambitious 
effort to incorporate NLP in 
its products. 

Their efforts have already 



born fruit in the “grammar 
checker" that is part of 
Microsoft’s Word 97 word 
processor, which uses NLP 
to improve its performance. 
But this is just the begin- 
ning. 

The Microsoft researchers 
have embarked on an ambi- 
tious project to develop 
"MindNet" ; a huge collec- 
tion of word definitions, 
grammatical rules and sam- 
ples of how words are used 
that will help computers to 


understand human lan- 
guage. 

This is a tall order. Lan- 
guage is both complex and 
subtle, with the same word 
often having several differ- 
ent meanings. 

Karen Jensen, an NLP 
researcher, gives the exam- 
ple of a person asking an 
internet search engine to 
find the answer to the query: 
“Who makes the fastest 
chips?" 

Most people could guess 


that the question related to 
microprocessors rather than 
gambling currency, fast food 
or small pieces of wood. 

When the Microsoft NLP 
researchers tried this ques- 
tion on internet search ser- 
vices. they found that on 
average, only two of the first 
10 results were relevant Ser- 
vices that rely only on “key- 
word" searchers cannot dif- 
ferentiate between 
semiconductor chips and 
potato chips. 


Giving PCs ‘the vision thing’ 


systems, but vision 
recognition technology is 
still based firmly in the 
laboratory. 

Many PCs use video 
conferencing systems from 
companies such as Intel, 
Sony and PictureTel, hot 
these do not nse vision 
recognition technology. 

A video conferencing 
system uses a camera to 
capture a digital still or 
moving image of the PC 
user, which is then 
transmitted via a telephone 
line to another PC user. The 


PC simply processes and 
displays the video image - it 
does not recognise the nsers 
nor understand what they 
are doing. 

Microsoft, which has been 
developing vision 
recognition systems since 
1995, has recently started 
showing them to a public 
audience. 

In one demonstration, 
Steve Shafer, senior 
researcher at the vision 
technology group, 
programmed a PC to 
recognise when he was 


present A camera mounted 
on the PC captured his 
image, which was displayed 
inside a rectangular box or 
“vision zone” on the PC 
screen. The PC uses the 
vision zone to detect 
whether anyone is present 
When Mr Shafer moved 
inside the vision zone, the 
PC automatically displayed 
his work screen. The system 
uses sophisticated vision 
processing software, which 
Microsoft says could be 
refined to recognise 
individuals and deny access 


to unauthorised users. 

In another demonstration. 
Mr Shafer played a game of 
noughts and crosses simply 
by moving his hands in 
front of the PC. 

Hie long-term objective is 
to develop software that can 
recognise eye movements. 
For example, someone 
playing a computer gamp 
could control the action 
with their eyes. 

The technology can also 
be used for “playing” 
musical instruments on a 
PC by using gestures, such 


as a hand clap to create a 
cymbal sound- A PC can 
also be programmed to 
recognise a nod or a shake 
of the head. 

The most obvious users of 
vision recognition 
technology are people with 
physical disabilities. Hie 
technology could also be 
used to enhance speech 
recognition systems, by 
enabling PCs to “Up-read”. 

But Rick Rashid, 
vice-president of Microsoft 
Research, believes vision 
recognition systems wffl 


In contrast, MindNet uses 
NLP to analyse the links 
between a vast number of 
words culled from dictio- 
naries - there are now over 
7m links, and the number is 
growing - and applying syn- 
tax, context and other lin- 
guistic analysis methods to 
clarify the real meaning of 
the computer user's ques- 
tion. 

This method involves the 
computer analysis of thou- 
sands of sentences, such as, 


also be used by the millions 
of people who find it 
difficult to operate a 
computer keyboard or 
mouse. 

Although vision 
recognition technology Is 
probably six or seven years 
away from reaching the 
mass market. Dr Rashid 
predicts that more and more 
PCs win be offering some 
farm of vision technology. 

“Within three years it will 
be unusual to buy a new 
computer that isn't 
equipped with a built-in 
camera.” he says. 


Watching brief 



densities require reduced 
magnetic sparing between 
heads and disks, so the 
coatings must be thinner 
and even harder. 

Researchers at Lawrence 
Berkeley National 
Laboratory in California 
and IBM have achieved this 
with a technique called 
cathodic arc deposition, 
used for decades by 
toolmakers for putting hard 
coatings on cutting edges. 
The result is an ultra-thin 
layer of diamond-like 
carbon armour. 

Lawrence Berkeley: email 
pauljyreussQJbLgao 

Further details in the 
October edition of Data 
Storage magazine. 

Net security 
products set 
to expand 

The worldwide market for 
internet security products - 
- firewalls, authentication 
and encryption, anti-virus . 
tools and services - is 
forecast this week to 
expand from about 8900m 
(£555 m) last year to nearly 
$7bnin200L. 

The prediction comes in a 
report from the consultants 
Datamonitor, which says 
growth will be rapid in all 
product segments driven by 


mTiCTimw and business 

commerce applications and 
the uptake of remote 
internet access. 

Internet] Intranet Security: 
Safeguarding the Path into 
the Network Age; £1,995. Fax 
UK (0)171 625 5080. or US 
2126862626. 


Finding the 
best route 
to the shops 

Maplnfo, the North 
Carolina-based producer of 
business mapping tools, is 
introducing MapRsite. 
which enables web 
developers and internet 
service providers to embed 
“where’s the nearest” 
capabilities quickly and 
effectively into websites. 

WalMart Stores in the US 
is already using the tool to 
help customers find the 
nearest store via the net, 
receiving the information 
on a detailed map. 

Unlike many similar 
products, MapXstte does 
not require the use of 
“hosting services" for the 
data, control of which is 
retained by the site 
operator. It costs $4,995 in 
tiie US (£3,495 in the UK) 
per application, per server. 

Maphifo. UK tel (0)1753 



Stoppers at a Wat-Mad store in Durham, North Carofiha 


848200. A free 30-day trial 
can be downloaded from 
ufuno.fnafnnfb.com. 

End-to-end 
printing for 
limited runs 

Traditional offset printers 
are very effective for print 
runs of 2,000 or more, but 
high set-up costs often 
make it uneconomic to 
produce a few copies of a 
book or other document 

A solution has been 
developed by Oce, the 
Dutch-based office 
equipment group. Its Print 
on Demand system is 
claimed to be the first 
end-to-end approach that is 
Cast enough and of 
sufficient high quality to 
attract sbort-nm 
bookpublishers. 

With little or no set-up 
costs and a fixed cost per 
unit, the just-in-time 
printing system is aimed at 
everything from books (test 
runs, review copies, late 
copies needed alter the 
main print run) to technical 
Or training mannals. . 
Inch-thick handbooks for 
PCs and other equipment 
could be replaced by short 
versions produced in 
parallel with the equipment 
they describe. 

Oce (UKX tel (0)181 498 
6241, toeb unoto.oce.com 

Workflow to 
pick up pace 
on intranets 

The power of the internet 
as a communications tool is 
beginning to make its mark 
in the world of workflow 
management software. 

Austrian-based CSE 
Systems has branched j 

version 5.0 of its CSE/ 
Workflow product with 
enhancements designed to 
Improve ease of nse and to 
manage web- and 
intranet-based processes. 

Using a standard web 
browser, a wide range of 
end usas outside a main 
organisation will be able to 
interact with its workflow 
management system. 

CSE International, UK: tel 
(0)1483 453900, fax (0)1483 
457145, toeb 
www.csesystems.com 

Compiled by Andrew Baxter. 
Information for die cohrnm 
can be sent via e-mail to 

rnfotech.page@FT.com 


“a bird is a creature”, 
“wings are part of a bird”, “a 
bird is not a plant”, and so 
on. 

The links help to build a 
“semantic network" that 
enables the computer to 
understand the rules of 
grammar, and bow phrases 
are related to each other, 
says Ms Jensen. 

By uring the links created 
by MindNet, a computer can 
even discern ambiguous 
phrases such as: “I saw the 
Grand Canyon flying to Ari- 
zona”. And when MindNet 
technology was used to 
answer the above query on 
the fastest chip maker, six of 
the first 10 internet 
sites retrieved were 
relevant 

This is big improvement 
over the performance of 
today’s internet search ser- 
vices which typically yield 
just two or three relevant 
documents among the top 10 
that they present as the 
result of a search of the 
world wide web. 

Despite this achievement 
MindNet has only mastered 
a fraction of the English lan- 
guage, and much work lies 
ahead. Another team at 
Microsoft is applying the 
work to other widely-used 
languages. 

Within two or three years, 
Microsoft aims to incorpo- 
rate NLP features in its 
Office personal computer 
applications and one day a 
NLP search system will no 
doubt become part of a 
future version of 
Windows. 

Perhaps computers will 
never understand an of the 
nuances of human language, 
but developments like Mind- 
net should at least result in 
them understanding us a 
little better. 
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INTERNATIONAL CAPITAL MARKETS 


Italian crisis casts shadow over Europe 


GOVERNMENT BONDS 


By Simon Davies bn London 
and John La bate 
in New York 

European bond markets 
were generally weaker yes- 
terday as the political crisis 
in Italy cast its shadow, 
given the potential knock-on 
effects on European mone- 
tary union if the government 
were to collapse and early 
elections called. 

ITALIAN BTPs had a fre- 
netic day. ‘The bond market 
has been gyrating wildly on 
the back of politics, with pol- 
iticians making contradic- 
tory statements”, said Luca 
Jellinek, bond strategist at 
Paribas Capital Markets. 


At the low point of the 
day. the December future 
was down 0.88. but the con- 
tract settled 0 J 22 higher at 
112.75, with more than 
107,000 contracts traded. 

The outcome of the cur- 
rent impasse between prime 
minister Romano Prodl and 
his erstwhile partners in the 
Reconstructed Communist 
party remained wholly 
uncertain when the market 
closed. Indeed, the futures 
contract finished trading 
shortly before more negative 
comments from Fausto Ber- 
tin ntti, the RC leader, which 
would have sent bond prices 
down again. 

Mr Jellinek said: “Italian 
convergence on the eco- 
nomic side has already hap- 


pened, but investors are con- 
cerned that a political crisis 
could derail it" 

Nonetheless, most ana- 
lysts remain confident there 
is limited downside for 
BTPs, since the most logical 
replacement for the Prodi 
government would be a 
market -friendly technocratic 
administration. 

SPANISH BONOS tracked 
BTPs for much of the day. 
The future closed 0.11 lower 
at 104.45. but this was 0.58 
above its low for the day. 

In the UK, convergence 
euphoria continued to dissi- 
pate, encouraged by higher 
than expected headline infla- 
tion figures. The GILTS 
future settled ft lower at 
120 %, with the spread 


against bunds widening to 38 
basis points. 

However, the underlying 
rate of Inflation, after strip- 
ping out mortgages, contin- 
ued to decline and there 
re mains little expectation 
that the Bank or England's 
monetary policy committee 
will increase interest rates 
when it meets tomorrow. 

GERMAN BUNDS also 
edged downwards, despite 
the announcement of a fur- 
ther increase in seasonally 
adjusted unemployment. 
Even til western Germany, 
where the economy has the 
benefits of current export 
growth, unemployment con- 
tinued to rise. 

Heinz Gunasekera, bond 
strategist at UBS Securities, 


said: “This shows that the 
domestic economy is still 
weak. If there was no Emu, 
investors would be specula- 
ting about a possible interest 
rate cut." Most investors 
saw the figures as at least 
arguing against a rate rise 
on Thursday. 

US TREASURIES contin- 
ued to move higher as inves- 
tors awaited a series of 
minor economic reports. 

By early afternoon the 
30-year bond was up ft to 
101 31 . yielding 6.242 per cent. 
The 10-year note rose ft to 
101%, yielding 5.929 per cent, 
and the two-year note was ft 
higher at 100ft, yielding 5.631 
per cent 

Bonds opened higher on 
renewed buying from over- 


seas markets. Helping to 
keep prices firmer later in 
the morning was the first of 
two reports on retail sales 
for the first week in October. 

The BTM/Schroder Chain 
Store Sales report fen OJj per 
cent for the week, indicating 
customer purchases had 
slowed from the prior weeks. 

“We’ve seen a continuing 
trend in weaker private 
retail sales reports, but the 
Commerce Department has 
been cautious about some of 
these reports," said Tom 
O’Connell, senior govern- 
ment trader at First Chicago 
Capital Markets. 

A separate report an con- 
sumer credit far August was 
due to be released later in 
the day. 


Toyota launches record 
Swiss franc offering 


INTERNATIONAL BONDS 


By Samer iskandar 

Toyota Motor Credit, the 
financing arm of the Japa- 
nese car company, yesterday 
launched the largest corpo- 
rate bond in Swiss francs - 
SFrlbn of five-year notes. 

The issue was also a rare 
transaction aimed at institu- 
tional investors, in a sector 
traditionally dominated by 
small buyers. 

“We wanted to get Swiss 
institutional investors - pen- 
sion funds, mutual funds 
and insurance companies - 
on board," said SBC War- 
burg, the lead manager. 

The issue was launched 
under the fixed price re-offer 
method, whereby all inves- 
tors are offered securities at 
the same price, regardless of 
which syndicate member 
they buy them from. 

“Along with the other big 
Swiss h anks [UBS and Credit 
Suisse First Boston I, we are 


pushing for the market to 
develop along more profes- 
sional lines.” SBC Warburg 
said. 

The method has only been 
used once in the Swiss mar- 
ket, six years ago. with lim- 
ited success. This was due to 
retail investors’ being less 
sensitive to pricing than 
institutional buyers. 

Instead, they focus more 
on the notional amount of 
the coupon. As a result, the 
final price paid for bonds in 
Swiss francs has always var- 
ied widely, depending on the 
investor and the selling 
b ank, f 

SBC Warburg said the 
launch was “a great success” 
and the bonds were trading 
above the re-offer price. 

GAR ANTI BANK. Tur- 
key's third largest privately- 
owned hank with $6.6bn of 
assets at the end erf June, 
launched Its first eurobond 
via lead managers Merrill 
Lynch and UBS. The deal, 
priced to yield 355 basis 


points over five-year US 
Treasuries, was increased 
from 3200 m to S350m due to 
strong demand. The spread 
tightened after the launch to 
around 330 basis points. 

A spokesman said Garanti 
was aiming to become the 
country’s second largest 
bank before the end of the 
year. He said the bank, 
which had been active in the 
syndicated loans market, 
saw the bond issue as an 
opportunity to extend the 
maturity of its debt. Garanti 
plans to tap the markets 
again in the first half of 1998, 
possibly in D-Marks. 

The D-Mark sector saw 
two sovereign issues yester- 
day. ARGENTINA launched 
DMlbn of 12-year bonds, its 
first issue since its debt rat- 
ing was raised by Moody's 
last week to Ba3. 

The bonds were offered to 
investors with a yield of 257 
basis points over 10 -year 
German bunds, or 247 points 
over the yield curve. 


New international bond issues 


Amount 


350 

IX 


Ibn 

500 

300 


3bn 

Ibn 

200 

IX 


■..USDOUARS 

GararttJ 8oik{a) 

Banco BCN Barciayafb) 

D-MARKS . " ;.:V; 

Hapubfc of Argentina 
Deutsche Auegleictabenfc 
Hefcntc Ropublet 
■ FRS4CH FRANCS .. _'/ 
Marti Lynch & Co 

; a r mms* nunca' 

Toyota Motor Credit Cop 
-■ QJjipW; w- 
Achmaa Hypotheefcbenk 


I8bn 

15bn 


Oast KonYnunaficadt(d£ 

■ PESETAS ; ..'.'“i..' 

European kw'ment Banifaa} 

SNCFlf) 

pa escubos r * \ V" 

European Inv'ment BartdflX 15bn 

■ NBN ZEALAND DOLLARS • 

ING MM Bank IX 


Cotpon Pries 

9.375# 1X.XR Oct 2002 1.Q0R +3S5(Wl Syr) MarrO LyncWUBS 

&0M MS48R Oct 2005 0S0R +230(6Aug0CQ Barclays 

630 100.00R Oct 2009 Q.75R +2S7(8Ju«7) ABN Arvo Hoaro Oouett 

5l 2S 99.140 Oct 2005 0X0 +l0(BWOct05) Dreedner/Lahman Bros 

fc} 10030 Oct 2007 OX Lehman Bros BanMns 

525 100040 Nov 2003 0325R +31(1) Manta Lynch Finan c e 

300 100.650 Nov 2002 025R -ISfewaps) S8CWDR 

5.75 99. aon Oct 2X7 04251 +33® ABN Anvo Hoaro GoveB 

525 101 AS Dec 2003 1375 BH. 

Sep 2007 020 - Men* Lynch Espafta 

(1) 10030 May 1998 0.10 - Banco BObao Vizcaya 

(gl) 9937SR Oct 2005 0.175R - Banco Chemical Fhancs 

725 10064 Nov I960 1-25 Ha mfac a Bank 


Rnal terms. non-caUAe unfce* Ma ted. Yield apnead (over relevant g overnmen t bond) at launch m ^rpaad by lead r nm a g et. t 
Floating-rote note. «S o ml tor ru ri coupon. R: Fixed re-offer price: fees Blown at re-offer laveL a) taauad via ftn HnancW 
Services Co. b) Calabie and puttebla on IS/ 10/00 A 15/10AB at par. bl) 8% to 15/KVOO, then 8WK to 15710/02. than 
8W%. c) 6-mth Libor +35bp. d) Pays in Ecu prior to Emu. a) Stx separate oanchea of PtaStxu Q n adampBoii pracaada Mad 
to 12-rruh Ubor at mabaity; min 103H, max 140%. g) Csftsrie on 31 /10/M at par. Recommended re-offer, gl) 6-frth Uabor 
+40bp to Oct 00. then 5.7%pe fixed. I] Over Interpolated yield. D Long 1st coupon a) Short 1st coupon 


The lead manager, ABN 
Amro, said the launch was a 
"tremendous success”, with 
broad distribution through- 
out Europe. 

• The ratings of three Thai 
banks were downgraded yes- 
terday by Moody's Investors 
Service and another three 


are facing possible down- 
grades by the US agency. 

Thai Military Bank, First 
Bangkok City Bank and 
Bank of Asia saw their hank 
financial strength ratings 
lowered by one notch to E, 
E+ and E+, respectively. 

Moody's said Its action 


reflected “the greater vulner- 
ability of the country’s 
weaker hanks to asset qual- 
ity and liquidity pressures". 

Rating s of Kning Thai 
Bank, Thai Farmers Rank 
and Bank of Ayudhya are 
under review , for a possible 
downgrade. 


CAPITAL MARKETS NEWS DIGES' 


CME changes fqr 
Emu approved 

The QMcag n Mercantile Exchange, one at the two lade 
US futures exchanges, will permit delivery for eligiblj 
currency futures to take place in either the relevant j 
national currency or the euro - the planned new Eurt 
pean currency - during the transition to European Time - 
tary union, which is due to begin in 1999. : 

The US Commodity Futures Trading Commission, 
regulator for the US futures industry, told the CME i 
letter last week that it had approved the exchange's 
planned amendments for the transition to monetary 
union, Dick McDonald. CME research vice-president, id 
yesterday. 

The CME is due to begin listing March 1999 currency 
fixtures contracts on October 14, p ro mp tin g the need fa 
amended arrangements at this stage. 

Under Emu requirements, currencies joining the unifa 
will have a fly ad rate matrhmg the euro on January 1 
1999. The CME plans to relist its European currency 
fixtures contract in the run-up to monetary union , ft 
for regulatory approval last month with the CFTC, and 
could receive this by the end of this month. The CME’s 
proposed contract will be based on the value of the US 
dollar to Ecul25JXX). Nikki Tatt; Chicago and agenda 

■ EMERGING MARKETS 


Bulgaria appoints eurobond tean 

Bulgaria yesterday appointed JJ*. Morgan and Merrill . 
Lynch as ratings advisers and lead managers for Its inai 
gural eurobond. The bond is expected to be launched in 
the first quarter of 1998. Analysts speculated that its size 
would be “similar to other emerging market debuts”. 

Borro w er s are typically keen to make their inaugural 
Issues successful, to pave the way for future 
“A good size would be of the order of $250m: large enough 
to be liquid but small emmgh to sell easily," said one ana- 
lyst The maturity is likely to be between three and five 
years. 

Bulgaria was rated Ba3 a year ago by Moody's, with a 
positive outlook. Analysts said ratings by other agencies, 
such as Standard & Poor’s or IBCA, might be higher. 
“Rating agencies are usually slow to react" said one ana- 
lyst in London. “A first-time rating attributed now would 
take into account positive developments since [the new 
government came to power in] April, which are not yet 
reflected in Moody's rating.” Samer Iskandar 

U MILLENNIUM BOND 


Safra Republic to raise $250m 

Republic National Rank of Luxembourg is lasning the 
first 1,000-year bond on behalf of Safra Republic Holdings, 
based In Switzerland. On Monday, Safra Republic 
awarded the mandate to lead-manage the (250m nrillen- 
nlum Yankee bond to Lehman Brothers after competitive 
bidding. R euters, Sdo Paulo 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 

Red BU 

Oct 7 Pete Coupon Prtoa 


Bid Pey tfigWk mg Moroh Year 
Yield yrid yWd ctw rid chq yld 


Auetrofls 

03/09 

6250 101X25 

424 

+0.13 

+014 

-0.13 

-IX 


10/07 

10X0 128A676 

8.12 

*028 

+021 

-OX 

-1.43 

Austria 

09/99 

7X0 104.9600 

426 

-021 

-ox 

*022 

♦OX 


07/D7 

5.625 1XXO0 

5A9 

+021 

-026 

-023 

-054 

Befgknn 

04/99 

7X0 104X00 

426 

-003 

-OX 

♦004 

♦025 


03/07 

2250 105X00 

5.52 

-021 

-OX 

-026 

-056 

Canada 

03/99 

4X0 1X.2600 

321 

+024 

-025 

-029 

-0.6* 


08/07 

7250 112X00 

5.40 

♦021 

-024 

-051 

-IX 

Denmark 

12/90 

6X0 102 3400 

426 

-021 

-ora 

-OX 

♦034 


11/07 

7.000 1082000 

5.38 

+021 

-0.11 

-038 

-OX 

Finland 

01 A0 

11X0 1062770 

4.11 

♦021 

♦004 

+0-25 

*029 


04AM 

7250 110X40 

521 

♦024 

-006 

-021 

-OX 

Fnwiea 

11/90 

7.000 105. 6500 

4.12 

-021 

-001 

♦OX 

♦024 


10/04 

6.750 109.5300 

610 

-0.01 

-003 

-OIO 

-042 


10/07 

6-SX 100.5600 

5-43 

♦021 

-006 

-018 

-055 


10/25 

6X0 99.6400 

823 

+021 

•0.10 

-0L28 

-079 

ttoimny 

06/99 

3X0 992400 

327 

_ 

-021 

♦005 

+049 


07/04 

8.750 1 09.0600 

5.13 

- 

-ax 

-018 

-047 


07/07 

6X0 104.1000 

5.44 

- 

-ox 

-026 

-OX 


07/27 

6X0 1X0600 

625 

-021 

-0.12 

-OX 

-076 

trtomd 

M/99 

62X 101X00 

5.44 

+002 

*024 

-027 

-039 


oama 

8X0 114X00 

522 

♦021 

-OX 

-036 

-027 

Italy 

05/00 

6X0 101.74X 

527 

-005 

-023 

-0-57 

-222 


05/02 

6250 102-9000 

521 

-O.OB 

-027 

-0A8 

-226 


07/07 

6.750 105.4000 

621 

-0.03 

-0.09 

-OX 

-229 


11/26 

72X 1082300 

661 

-021 

-OX 

-0.40 

-2.11 

Japan 

06V9 

4X0 1072400 

0.48 

-021 

-021 

-004 

-047 


12/02 

4X0 1174X0 

IX 

-0.04 

-0 12 

-026 

-021 


09/05 

3X0 1DB3300 

1.78 

-0.04 

-016 

-022 

-027 


03/17 

3X0 1132100 

2.64 

-024 

-0.14 

-OX 

-0.78 

IWUNiMUAJ* 

06/09 

7X0 10S41X 

4.08 

-024 

-005 

-003 

+0.66 


02/07 

5.750 1022300 

5.42 

- 

-OX 

-0.23 

-046 

New Zealand 

02/00 

6X0 992830 

es? 

-Oil 

-021 

-OX 

-IX 


11/00 

8X0 1092)1] 

fix 

-ox 

-021 

-047 

-IX 

Norway 

m/99 

a.ooa 105.9000 

424 

*026 

♦0.01 

-027 

-1 20 


01/07 

B.7X 107X00 

5.64 

*023 

-0.13 

-OX 

-IX 

Portugal 

03/99 

8X0 1042534 

422 

♦022 

♦0.01 

-OX 

-121 


02/07 

6625 105.1370 

529 

+0.03 

-0.05 

-OX 

-IX 

Spain 

07/08 

7.4OT 104.4328 

4.76 

*023 

+025 

-OX 

-IX 


03/07 

72X 1102524 

5.62 

♦0 22 

-005 

-0.40 

-IX 

Sweden 

(71/99 

11X0 1072390 

4.75 

_ 

-023 

-Oil 

-OX 


aa/07 

6X0 114.7020 

527 

-om 

-018 

-OX 

-142 

SwttzaHaml 

03/70 

4X0 103.0800 

1.77 

♦006 

*0.02 

♦006 

+0.11 


06/07 

4X0 108X00 

3.45 

♦022 

-OX 

-OIO 

-OX 

UK 

08/99 

6X0 964808 

ex 

♦024 

_ 

-003 

*021 


11AM 

0.750 102JM89 

629 

+0.05 

-OX 

-059 

-0.71 


12/07 

7250 100X88 

621 

♦023 

-0.13 

-007 

-127 


06/21 

6X0 1202X6 

623 

- 

-021 

-OX 

-IX 

US 

07/89 

5275 1X2360 

5.67 

-023 

-018 

-CL29 

-021 


05/04 

7250 107.1950 

522 

-OX 

-0.17 

-ox 

-OX 


08/07 

6.125 1012750 

524 

-021 

-018 

-041 

-ax 


08/27 

6275 101.7030 

625 

-0.01 

-016 

-040 

-054 

ECU 

03/99 

SXO 100.6600 

4 49 

-021 

+021 

-004 

♦OX 


04/07 

5X0 992200 

5X 

+021 

-0.11 

-035 

-0.71 
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-033 
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-037 
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- 
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US 

at EUROPE 








Croatia 

02/02 

7.000 I 

BBB- 

982960 

746 

*0.17 

-0.10 

+1.64 

Poland 

07/00 

7.750 

BBB- 1032737 

640 

+0.02 

-027 

-0.38 

Russia 

11/01 

9250 

BB- 

1042304 

7.91 

+0.17 

-0.75 

+2.14 

■ LATIN AMERICA _ 








Argentina 

01/17 

11275 

BB 1162978 

928 

-ax 

-016 

+3.19 

Brazd 

11/01 

OB75 

BB- 103.8504 

7.73 

-0.01 

-025 

+126 

Mcodco 

01/07 

9275 

BB 1092785 

625 

-0.10 

-OX 

+2.41 

M ASIA 









China 

07/06 

7.750 BBS* 1 05 5909 

6.B7 

-0.07 

-0.19 

♦ass 

PhlippinsQ 

10716 

8.750 

BB* 1 

1005517 

8.69 

-002 

-023 

+221 

Thailand 

04/07 

7.750 

A- 

38.9488 

7.90 

-022 

♦0.36 

+126 

■ AITUCA/ieDDUE EAST 








07/00 

ai2s 

BB- 103.4672 

7.66 

-a 01 

-a 04 

+166 


9.625 

BB+ 105X15 

6.52 

-0 02 

-02 7 

+0.97 

Turkey 

oaos 

10200 

B 105.7702 

846 

-aoi 

-026 

+224 
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02/23 

5.500 

BB 

77.0475 

8.10 

+0.07 

+1.75 

+121 


04/24 

5.Z50 

BB- 

754985 

8.18 

+022 

*124 

♦IBS 


12719 

0250 

BB 

B4.4S1Z 

7.72 

-aoi 

-040 

tie 

Venezuela 

03/20 

6.750 

B+ 

89.2364 

7.77 

-021 

-a78 

+163 


Ltodto during. Rto In LE5- 

Sanded ft Poor's raings. 


Sowe* rtnacbf O i fe ll I W tf i mdun . 


BOND FUTURES AND OPTIONS 
France 

■ NOTIONAL FRENCH BOND FUTURES (MATH FFr500000 



Open 

Sett price 

Change 

Hgh 

Low 

Est. voL 

Open bit 

Dec 

100.32 

HM.14 

-0.10 

10044 

10002 

100337 

157.623 

Mar 

88.72 

9058 

-0.06 

99.78 

XX 

1,067 

4,307 

Ate 

99.36 

9038 

+0.08 

XX 

XX 

2 
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■ LONG TERM FRENCH BOND OPTIONS (MAT1F) 


Strife 

Price 

Oct 

- CALLS - 
Nov 

Dec 

Oct 

- PUTS - 
Nov 

Dec 

B7 

. 

3.19 

. 

001 

006 

0.41 

X 

2.17 

227 

2.18 

004 

014 

ax 

X 

1-25 

145 

1.S3 

Oil 

032 

OX 

IX 

053 

079 

1.01 

ox 

0.65 

- 

101 

0.14 

035 

061 

1 .x 

1-20 
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EiL wL total. CM* 50466 Put* 5M9B. Piavtoje CajTY ooan mL Cafe 7100 Puta B&224 . 

Germany 

■ NOTIONAL GERMAN BUND FUTURES fUFFET DM250,000 lOOJha at 1X96 



Open 

Sett price Change High 

Low 

EsL vri 

Open hL 

Dec 

103.64 

10361 -003 103.82 

103.37 

221789 

311938 

Mar 

102.90 

10284 -003 102.97 

10262 

306 

X68 

■ BUND FUTURES OPTIONS IUFFE) DM250.000 prints of 100% 


Strike 

Price 


mmmw a to 




Nov 

Dec Jan M» Nov 

Dec 

Jan 

Mar 

10350 

0.46 

0.74 ox OX 0-35 

063 

ire 

ire 

10400 

022 

049 0.43 0.72 061 

ore 

ire 

ire 

10450 

ore 

OOO 029 OX 098 

1.19 

135 

2 22 


En. noL total. Ca*a 21832 Puts 18800 fYawious day s open rL. Cals 1788+* Pub 710353 


■ NOTIONAL GERMAN BUND (BOBl) FUTURES 
(DIB) DM250. OX I00th3 at 10096 


Dec 


Open Sett price Cttt»Qe Ffigh Low EsL val Open inL 

104^0 i04jo -aaz 104 J 0 io*U7 ix^k 229^33 


Italy 

■ NOTIONAL ITALIAN GOVT. BOND (STF) FUTURES 

(UFFQ- Lira 200m IQOtfis of 10QH 

Open Seapnce Change High Low Ebl val Open mL 
Dec 112J2 112.75 +0.22 112J3 111.65 110273 121607 

Mar 112.15 112.70 +0 22 112.15 112-15 25 1326 

B ITALIAN BOOT. BOND (BTP) HJTUBSS OPTIONS ILFFEj Ure200n IQOffe tt 10016 


Strike 


CALLS 


PUTS 


Price 

Dec 

Mar 

Dec 

Mar 

11260 

1.18 

IX 

OX 

1.62 

11300 

090 

1.57 

1.15 

IX 

11350 

n no 

1.33 

144 

213 


Eat voL tool. Oria 7856 An 7753. PftoOue dojTO ooan m. Cafe 107310 Putt 90205 

Spain 

■ NOTIONAL SPANISH BOND FUTURES l*EFF) 


Dec 


Open 

104-55 


Sett price Change 
104.40 -0.10 


«gh 

104.61 


Low 

103-92 


Est. voL Open tr*. 
126.191 79.171 


UK 

■ NOTIONAL UK GILT FUTURES (UFFEf CS0.0X 32nds o i 10096 

Open Sett price Change Fhgh Law Est vol Open ht. 
Dec 120-29 12tJ-20 -0-07 120-30 12CMJ7 06883 190976 

Mar 120-19 120-18 -007 120-19 120-11 540 1002 

1 m LONG GILT FUTURES OPTIONS (UFFE) ESOMO 64tte of 10096 


Strike 

Price 

Nov 

Dec 

CALLS - 
Jan 

Mar 

Nov 

Dec 

PUTS 

Jen 

Mar 

120 

121 

122 

1-15 

0-15 

0-24 

1-47 

1-13 

0-52 

1-60 

1-28 

1-02 

2-29 

1-60 

1-15 

0- 39 

1- 05 
1-16 

1-07 

1- 37 

2- 12 

1-24 

1- 56 

2- 30 

1- 57 

2- 24 
2-63 


Eat vat taaL Cta 2041 PUB 3388. PruvWuD cta/a apan nL. Cafe 604S4 Ptts 31380 

Ecu 

■ ECU BOND FUTURES (MATER ECWX.OX 

Hflh Low &d_ vol. Open trft. 
39.30 9892 620 6^85 


Dec 


US 


Open Sen pries Change 
99.10 93.08 -0X12 


■ US TREASURY BOND FUTURES (CST) SlX.OOO 32nda t* 1009b 



Open 

Latest 

Change 

High 

Low 

Eat vri. Open InL 

Dec 

117-08 

117-09 

+0-03 

117-18 

116-31 

371.087 

666X7 

Mar 

117-00 

117-01 

* 0-0 4 

117-00 

116-22 

12881 

40326 

Jun 


115-31 

- 

- 

- 

987 

5J28 


Japan 

■ NOTIONAL LONG TERM JAPAM8E GOVT. BOND FUTURES 
ttJFFE} YJOOm lOOtftt a# 10096 


Open Ctcee Change Hgh 
Doc 129.82 12988 

Mar 128.76 128 78 — 

- UFFE tabass ato traded on APT. ab Cpan ritanet Bg*. wv tar uiww day. 
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CURRENCIES AND MONEY 


-Mark gains against lira and yen 


WORLD INTEREST RATES 


MONEY RATES 


° y Simon Kupar fa 
7 msterd ani and Richard 
Adams ^ London 

D-mark rose yesterday 
.as the continuing Italian 
Political, crisis raised the 
prospect of Italy the 
start of European economic 
1 and monetary union. 

The Communist Refounda- 
aon Party, the government 
any in the Italian parlia- 
ment. haB said it w01 vote 
down the country’s 1998 bud- 
get. Most market analysts 
ftpTexpect talks between the 
two sides to result in cam- 
promlse. so the lira fen only 
modestly against the D-mark 
yesterday. 

t fitting a low around 
L985 to the D-mark, it closed 
at L982.3, just LL7 down on 
Mondays London close. The 
lira weakened even further 
against sterling, which 
gained nearly L10 in rising 
to L2, 796-97. 

Were Italy to miss the 


start of Emu, that would 
raise beliefs that the puta- 
tive euro would he a strong 
currency, said Gerard Lyons, 
chief economist with DKB 
International in London. 

The D-mark, which is 
traded as a proxy for the 
euro, rose against the dollar, 
thanks partly to the crisis in 
Italy. The D-Mark gained 
from DM1.7622 on Monday, 
to DM 1. 7539 yesterday. 

The D-mark rose further 
against the yen, to set a six- 
month high when it reached 
Y69.64 during trading in 
Europe. It closed at Y69.4S, a 
rise of 0.41. 

Because of a leak the pre- 
vious day, the D-mark was 
able to shrug OS' weak Ger- 
man unemployment figures, 
which showed a seasonally 
adjusted rise of about 30,000 

i Powad hi aw. Yette 

Oct 7 — latest — ~ Pnw. ckxw •- 

EW 1-6200 121B0 

1 ran 1.6178 1JT138 

3 nth 1.6137 1.6100 

1 1T 1.5950 1.5817 


In the already high jobless 
total. Economists said the 
increase occurred mainly 
because many subsidised 
jobs in Eastern German had 
come to an end, rather than 
because of a further eco- 
nomic slowdown. 

The Bundesbank council 
yesterday left Germany's 
repo rate unchanged. How- 
ever, most strategists believe 
that the German economic 
recovery will prompt a rate 
rise soon. 

The pound also rose 
against the dollar after UK 
retail price data showed a 
slight rise in the annual rate 
of headline Inflation. 

The dollar advanced only 
fractionally against the yen 
even though Japanese 
shares fell sharply as the 

markets' view of Japan's 

economy grew even more 
bearish. The dollar, held 
hack by fears of trade ten- 
sions between Tokyo and 
Washington, rose just 0.15 
against the yen to Y121.86. 

The Singapore dollar hit 


Guilder 

Against sterling (FI per Q 

ZB 
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its worst level against the 
US dollar since April 1994. 
and closed in London at 
S$ 1.5645 - 1.65 cents weaker. 
Most other South East Asian 
currencies took a day off 
from their long crisis. 

■ One rumour in the market 
yesterday was that a US con- 
voy had been fired at in the 
Persian Gulf. That high- 
lighted the rising tensions 


between the US and Iran 
over the former's threat to 
boycott companies which 
invest in the latter. 

The tension has raised oil 
prices to about S2I a barrel 
That has helped the Norwe- 
gian krone, because Norway 
is a leading oil exporter. The 
krone stood at NKr?.042 
against the dollar, compared 
with NKrT.048 on Monday. 

However, traders know 
that Norway’s central bank 
has a mandate to maintain a 
stable currency. That stops 
them from sending the krone 
too high, for they know the 
bank might cut interest 
rates in response. 

Over the last week market, 
Norway’s domestic rates 
have dropped. The spread 
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over three-month German 
rates is now just 30-S5 basis 
points. Paul Meggy esi, senior 
currency economist at Deut- 
sche Morgan Grenfell in Lon- 
don. said: "If tension abates 
and the oil price falls, that 
could leave the krone 
looking exposed." 

■ The D-Mark’s rise against 
the yen continued on course 
yesterday. Unlike the US dol- 
lar. the D-Mark has been free 
to make gains against the 
yen, unemeumbered by trade 
issues. 

Patricia Elbaz, at MMS 
International in London, 
said the latest technical out- 
look for the D-Mark was a 
move above Y70. after yes- 
terday’s six-month intra-day 
high. 

“The long-term charts 

show that the rate has bro- 
ken above a key indicator, 
the 200 -day moving average, 
at Y69.40," Ms Elbaz said. “A 
full range above that level is 
likely to confirm sharper 
D-Mark gains." 
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Ese.5fi-5J3 SJJ-S,', 5 H-S*b Si- 5ft 5ft - 4fl - 

uta 54-6 5ft -5ft 5ft- 5ft 54-54 5ft - 5 «H - 

7^,-7 7'+ - 7 7ft - 74 7h - 74 7ft - 7h 7ft- 

1«2 - 1 1*2 - 1% IB - 111 li! - IB iB - 111 IB - 

ciar 3*2 - 3ft 3*8 - 3*z 3J! - 343 3ft - 3ft 3% -3ft 4ft- 

5^-5B SB- 5^ 5ft -5>2 5*8-518 5ft - 5J1 5ft- 

7ft -«A 6%-B% dfi - EA 6*8 -6ft 6*8 -B* 5ft- 

■n h-ii h-li h-U U-b ft-©.', ea-' 

2 - y% 2* - 2*8 3*a - 3*2 ft - 3ft $3 - 312 4*8- 

itas ore cM hr the US Dotar and Yen. olhere: tan days' nonce. 

MOUTH MOB FimnatS (MAIfflPtata htforiaik offered rmn 


3.7 

22065 

17 

2.1576 

32 

8&4 

19 

19173 

19 

19098 

19 

1042 

29 

22271 

22 

2.1002 

22 

01.6 

0.1 

129517 

02 

12.4066 

09 

- 
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1(69 Luxemhoutg 
1019 Netherlands 
1009 Norway 
029 Portugal 
772 Span 
872 Sweden 
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1009 UK 
Ecu 
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Americas 

Argentina 

- Brazil 
854 Canada 


Argentina (Peso) 09996 - 998 - 993 0 9998 0.9998 

Brazil (RS| 19973 +4.0003 972- 973 1 0973 1.0971 

Canada |CS) 19730 + 0.0018 727 - 732 1 9735 1 9717 

Mexico (New Peso) 7.7463 -0.013 410 - 510 7.7530 7.7410 

USA IS) - - 

Pa cB c / MklcBe East/Africa 

Australia (AS) 19702 -0.0021 787 - 797 1.3619 1.3787 

Hong Kong (H<S) 7.7356 -09007 353 - 363 7.7366 7.7353 

Irrfa (Rs) 36 1750 -0.0025 500 - 000 369070 36.1500 

Israel (Shk) 3.4866 -09086 634 - 896 34937 3.483* 


(Shk) 3.4866 -09086 834 - 696 34937 3.483* 


(Peso) 35.4000 *0905 500 - 500 369000 359000 


+09 000 - 000 917.700 B12900 


PhOppines (Peso) 57.4720 +09664 731 - 706 58.1292 569205 579310 -39 579813 -29 589383 -29 - Ptflfcpinea (Peso) 35.4000 *0905 500 - 500 369000 359000 - - - 

Sari Arabia {SR) 69890 +093B5 869 - 010 69993 69561 69655 0.7 69771 0.8 69406 09 - Sari Arabia (SR) 3.7505 -09001 504 - 506 3.7506 3.7504 3.7512 -09 3.7522 -09 3.7560 

Singapore (SS) 29400 +09432 378-424 29420 24889 29354 29 £9253 29 24771 29 Singapore (55) 19645 *09165 635 -655 15655 15380 15628 19 1959 14 19385 

South AMea (R) 79741 +09456 689 -702 79834 79333 7.6348 -99 7.7527 -64 8.1807 -8.1 - South Africa (R) 49653 -09022 635 -670 49670 4.6620 4.7058 -104 4.7853 -109 59878 

South Korea (Won) 146490 +1045 018-921 148091 147796 - ..... . South Korn (Won) 914500 +05000 -000 917.700 012900 - - - 

Taiwan (IS) 464280 +O9O0B 113 - 464 46.4454 469001 46.4123 04 469725 0 9 46.1748 09 - Taiwan (TS] 285980 +0905 960 - 000 269000 265600 25609 -05 2891 B -09 28.7105 

Thafland pg 509065 +0.191 B 070 - 050 594050 66.7320 509431 -69 80.1047 -54 61.1348 -3.1 1MM (Bt) 369300 -0.12 800 - NO 369100 35.1000 36975 -145 3798 -129 3891 

t Rates to Oct 6 . BldMtarBpratb in *> Pond Bpal ness rixnr only tw tot Urn dsdnsi ptaoss. Fairinl mes sra not itae^ quoted to #■ msfcri bu t SDR rate pw S to Oet 0. Btoolto spnads in tee DMar Spar table show arty the last time deanai place s . Forward rates a 

ma impBsrJ by curant btoeri rates. Staten hom by On Bate of Ehr pm. Base awraga 1980 ■ 100. Mm ntori 10196. BW, Oder and mated to the msifeet but are bnpSeO by aaram Hot* iwes. UK. hetand 8 ECU are quoted M US curemy. JP. Morgan nominal 

Md-frina hi belli Mi and tea Drito Spot tdblai dariwd Iran THE WIMEUTSS CL0SMQ SPOT RATES. Sana rafeas ora ramted by •» F.T. Bam auwngo 1 000=100. 

Thaetotsnga rates prtadti Ms tebla w» also nietabte on the tomot ri ta to/ Aiie a JTjtiip Tha axenanga ram printed si the table ora also svadable on the roemot at Mlpc/AnrwJ’Traiin 


ThaSand (Bf) 509065 +0.1818 070 - 050 504050 66.7320 509431 -69 60.1047 -54 61.1348 -3.1 
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CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 
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29.71 

5460 

4238 

1430 

0581 

1414 

1223 
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Denefr Kraior, Fran* Fta*. Nonregan kroner, and Swedm Kronor pw 10c Brigkn Ftenc. Yriv Eatuto Lka and Ptoria pw 100. 

■ P 85AHK nnwas (tMM) DM 125900 per DM ■ WAM3WYWI 

Open 1 Change High Low Eat vol Open fnt. Open 

Dec 09713 05740 +0.0035 09758 D97T0 16981 50808 Dee 09280 

Mar a 5782 09782 +0.0038 097B2 09768 8 2955 Mar 09391 

Jun - a 5800 +0.0029 - - 105 £818 Jim 


i (IMM) Yen 129m pm Yen 100 


■ SWISS HIAMC WnUWEB OMM) SFr 125J00 par SFr 

Dec 09063 0.7008 +0KXH4 a7021 0.6956 14,180 39444 

Mar - 0.7065 17073 +0.0039 0.7000 0.7065 8 1.604 

jun _ 0.7140 +09038 a 71 40 - 4 203 


UK INTEREST RATES 


LONDON MONEY RATES 

Oct 7 Over- 7 days One Three 3* °™ 

nig ht iwbca month mortha moraha year 

“S-yr 0 * : 612 7 v 7 Vf 3 : 3 3 % « : 3 

STSfe” 8 : : 8ft 7?-'e!l7ft-7i - 

7 - 6 ft 7ft-7 7ft - 7»s 7ft - 7ft 7JJ - 7ft 
Discoutt Marta* depa ^ - 6 iZ 7 - 6 ft 

UK clearing bank base taring iwa 7 per cart from Aug 7. 1BB7 

Up to 1 1-3 M 8-0 8*12 

month month nKHiUri inr*4lia rnonOia 

Certs of Tax dap. (£100.000) 2 > 2 53j * * ** 

RMnlTnitoiadH £100900 Is 2 > 2 pe. Depoota wtOtown tocrah IMpcl 

30, IBsZiT&ee x, 1»r. Scfreitfc wav 7594pc. Ffetenee 
Homo Base Rote 7 l zpc from Oet 1. 1fi87 

m T««^MOinWSTgtt4l*Q WITUIieS(UFFE)E500900polhtao110W 

Open Sett price Change W Eat vol Open ht 

rw 0B98 92.58 - 8298 9296 12139 124023 

^ 9295 -091 0297 8292 12370 10K^ 

““ mw ‘ 9297 -0.01 029B 0293 11827 84543 

££ 92.68 -093 92.70 8294 11346 70813 

^ SS BSLS4 -003 9296 9290 10608 61368 

Also traded on APT, 4* OP * 1 Ws,,, “ "*■ m ^ ****** {toy ' 

- ^nor tr ailM WTIOWS (UFFE) ESOaOOO pointa of 1BQ» 

— ; Z — rteiitt Pirns 

Dec Mar Jm Ok Mar J - 1 
ME» il.13 ■ aiB 029 0.05 0.14 022 

^ 893 008 016 020 028 034 

0.03 OM 042 046 091 

Ed veL MteL Crib 800 Puts 10«. PWvtous dasT* open InL Grib 100818 Pita 20B4S8 


base lending rates 


Adam 8 Cornpe V ™ 

A*ed Irish Bai*{CB) 790 
•HereyAnshamer 790 
Ba^oBBaaVKaya 790 
Bank of Cypres 
Baikof Iredand 7M 
Bankof Incia 7 -°° 

BonkofSeottrsl 790 
BarobgreBznk ■ 7 -°° 

BrifBkdMU^st 790 
•Broun 9t|*ri CoUD 790 
CfftankNA 7 -°° 

Cfydasdat Bank 7.00 

the Co+spoPft" Ba*790 

CowtaBCo 7-0® 

CypnaftiixtaBerfc 790 

Duncan lm* 7M 


6xe*rTmaLWtai 890 
FftaVtaK Gan Bank 890 
#Hobert Renting & Co 7.00 
■Gurnentahin 790 
Hattb Bank AG Zurich 790 
•HamtaosBar* 790 
Hgit^glQ & Gen bw Bk.790 
CHoareACn 790 
l^gkong & aan®«)^ 790 
mrastac Barfc (tW LW790 
JttetHodflpaank 790 
•LeqritJooKhA Sons 790 
UOfikBatk 790 

NSflendBar* 790 
fetaWtamUnster 790 
riftriBraOw® 7M 
Royal Bk of Scoteref 790 
. ScrtSsh Wktoais Bank 790 


•Snger* Friedander 790 
•SnOl6WlmsnSacs790 
Sun BritUng Coqi Lki 790 
TUB 790 

IHtod Bark of Kuw*. 790 
Unity Trust Baric He 790 
Whito&wBy LakSaw 790 
YbdoNraBank 790 

• MHrtbes of London 
Itweenimi Banking 
Assootaion 

• faiadnMatrafen 
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836 
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1.6202 

+00106 

1.6216 
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- 

1.6032 

- 

1.8150 

- 

1 

237 

Jui 

- 

12060 

♦00114 

12080 

- 
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EMS EUROPEAN CURRENCY UNIT RATES 

Oct 7 Ecu oen. Rate Change K +/- from % spread Dlv. 


Itriy 

Portugal 

Denmark 


rales 

against Ecu 

on day 

cen. rate 

v weakest 

md. 


O./tRJ/UH 

U-fW/Kl 

+U4JUZBU1 

-«.uu 

tfc+O 

£ 1 

525424 

528483 

-020753 

022 

128 

-3 

163226 

165282 

-0004 

1.25 

024 

-0 

190648 

193144 

+844 

1.31 

029 

-9 

197.398 

200273 

-0.082 

1.46 

0.74 

-10 

7.34555 

747842 

-020421 

1.70 

042 

-12 

2.16079 

221163 

-0.00114 

124 

027 

-14 

1.92573 

128367 

-ODOUR 

127 

023 

-19 

132485 

13.8192 

-02073 

220 

021 

-15 

38.7191 

405277 

-00108 

224 

017 

-15 

645863 

020127 

-020335 

221 

020 

-19 

EMBERS 






295269 

310088 

-0449 

521 

-2.67 

— 

0783103 

0281484 

+0000572 

-1221 

1723 

- 


Bai cwteri t*a» ori by tea Eutpean CamntotoL Curancto ee « dasewriig ertotre Eaw^tfL 
Ftoeworaa draioa ■« to Ecu; a poritm ctariBe danews a «Mk aaraneyJferagenee riteratta 
betawi two snadK tea paanteoa dthnnea bataean tea eetBri mwto and Ecu cwairi non I 


betawi two woeariK #« perewiuea rUtemnee bateeen tea aehal mwto and Ecu cwori rra» to a 
eutwicy. end Be nwxfenura p emrited pwanaga daiteiilwi el tha cunenqi^ mortosi rae tan ks Ecu 
ewBrirae. l7/BBE:Staino»»raa | vtolfeaBiBRU. ArSurinm eotaJited by 0* Hnanctal Tlmra. 

■ pferagjPWAaa EfSOPllOliS £31 950 (cents per pound) 

Strta CALLS — purs 

Price Oct Nov Dec Oct New Dec 

1400 1.55 291 291 0.11 198 1.80 

1910 091 193 242 097 1.71 297 

1920 093 1-47 196 0.00 298 287 

Pmious Oaf* veU Cota 1 Putt 7B4 . Prav. day's open fee. Cefc 263W Puts 2351 7 

■ —*«■ eruciritm 31 P^MARIt/t OP10OW8 PM62900 (S par DM) 


Strife 

Price 

Oct 

- CALLS - 
NOV 

Dec 

Oct 

- PUTS 
Nov 

0260 

090 

128 

1.62 

025 

039 


049 

1.02 

1.31 

013 

024 

0570 

023 

0.74 

124 

033 

0.77 


PrariouB dteft voL, Cole 610 Puu 2140 . Prw. etayls epon Inu Cda 1294SPUB 38941 

■ TtUttE 880WTH gWOPMJAk (MM) Sim points of 100% 

Open i treat Change hflgh Low Est vd Open ht 
Dee 9494 8495 - 0495 0494 43.455 590917 

04.20 94.17 8981 85967 


8392 9493 


■ ns nuuiSUBV futures (IMM) $im per iQW 


Dec . 95.10 86.10 

Mar 95.14 85.14 

At Open hanri figs, ere lor prafous day 


95,10 9598 101 5,217 

95.13 95.10 28 ^928 




n ElimmillK opnom (UFFQ DMIm pointa Crf 100% 

strike — CAULS — — — PUTS — 

Price oet Nov Dec Mar Oet Nov Dae 
0600 046 045 046 098 0 0 091 

9025 . 091 091 023 0.11 091 091 093 

B68D 091 093 0.05 093 096 098 0.10 

9670 0 0 091 091 0.30 090 091 

9700 0 0 0 0 0.55 055 055 

EiL vd. fatal, Cato 8120 Pitt 7003. Rftwta* day* open ' 

■ BntOSWBS FIIAIIC flyTKWS (UPS) SFr 1m prints of 10076 

StrKa . CALLS _ 

Price ■ Dae Mar Jun Doc Mar 

9825 014 0.1fi 0.14 017 038 

9880 004 006 097 D - S1 

OB. ml totei, g Pub (L Prevfexe days open mu GflUs 31125 Putt 2719 


Kmmm wmjKES limite d 

& FOREX Sft DOVER STREET. LONDON W1X SRB ■ 


PHTATECUENTS 

WELCOME 


38 DOVER STREET, LONDON W1X SRB 
TEL: 01716291133 FAX: 017149500a 

faup^/www.btLouik 


MARGINED FOREIGN EXCHANGE 
FUTURES & OPTIONS 

24 HOURS i-| 

httSK/Zw'*"*. uniortcal.com II 

Fox 0171 522 3317 “ 








UNION TAX-SHOP LTD 

For all your tax and seif- assessment needs 

Tax Returns from £60 

TEL: 0345 585573 / FAX: 0345 573376 


MINIS&P 

500 * 

FUTURES 

& 

OPTIONS 


Berkeley futures ijmtfe TI 

FOR A FREE MINI StF TRADTKC HT AND DETAILS B 
ON OUR BROKHMCE XKVTCES. PHASE COXEUT: “ 
T:M44 171 G99 1133 P. 6W4 171 485 DOS k^tni&UUoJlk 


Freephone 


mini ra^Ba * 

REUTERS ESQ 



FUTURES 


INDEX 

FINANCIAL 



■ Bteliitiied i" IPS OCfU hoe 3> oto «s*l tote aod 7SB teoey+rada oa^acto hmTI 
| Pw ICO rao» FHg cebur hwcmni E i— : nrate— ocra eo wer B unact ■ 

I HLEOFUAN DtUVW.U MW1HII9M r «c l«t 10*010857 j] 

i looet nauflDTCocac.BSa tol *m m am tew FWoottnansofT I 

Hotta komC: oakt a OBcxet . llm TA+asstSBerR tac*ae»nio 


4 personal service in Future. Op&me 0 
Curmoes with Jhra access a> ^ 


lamn MavwwU 
Ttl 0171 UU >991 
Fan: 0171 ■M06I15 


Fast Fills. 

Low Rates. 
Quality Service. 


mO-lVALDOCK & CC^lPAiNT 



Fast Fills. Low Rates. 
Wliafs the Catch? 


There isn’t one. Ibafs the way 

I wAk been doing business for 30 
ymrs-pnnuitftpg n itfrianifing 
service at outstanding rates. 

I L We’re BtoaDy within arm's reach 
of many active trading pits-arourei 
the wirid, 24 hours a cby. And in 

I markets where ftash fills are possi- 
ble, up to 90% of our market orders 
are executed and confirmed with 

I just one phone call. 

2. We’re medalteL Lind-MMdock 
» the world's hr^st futurewmly 

I broterage fixrn. With ewer 23,000 
customers worldwide, we have 
bu3t-m efBdendes that large 

I volume provides, and pass the 
savings along to you. 

3. You’re your own broker No 

I commissioned broker will caU you 
with trading recommendations. 

I need, like our eidusive ‘lntro- 


Accounf package- You make 
your own trading decisions 
and save 50-70% off full- 
commission firms. 

Call and find out for 
yourself why Lind-Waldock 


FUTURES «& OPTIONS 
ON FUTURES 


< 5-<25 


Rouiid-tmn. including 
excliau^e fees. Most 
contracts. Discount 
accounts. 


is tbe number-one broker 
for independent futures 
traders worldwide. 


0800-262-472 


Postcode Pwri ot 

Trie, no (optional): 

raiirteh|tariintt.laMgtaritrffaiieMte 

IwSSdlaSatiS'SsSl I 

^raraTfe. UND-WALDOCfi St COMPANY | 



BUSINESSES 
FOR SALE 


Anwar In the Fftraadal Tkaos 
i Taeedaye. Friday and Sw ti ai ta ye L 

Ftar tether infanmtkw 
or to advertfee In tMe eacUan 


PERSONAL 

PUBLIC SPEAKING 

Trefolng and speech witlng by award 

vrinringapaakoc. 

Fna lesson toe. 

Ttt (01923852288) 


■■ ■ tewa. 1.1. I - 

imram miuunim 

+44 0171 873 4874 


LEGAL 

NOTICES _ 

nnimiaita 

MNKbCVHOPMBIT5UMnH> 1 

(Huyunum) 

KnmtMDatMioriW7 

hntotoaiite tele «lMd ter toteerateto 
not. K He «a>B tairi lew Can ra Han. i it*. 

Si w M tara at . l7 U ra>otl C »l k i S wMto«.»tal |S 

SeWK BU11 in ad 0)Hd A tan d l» t5*. it ««_ 

Wtoat Sow. lodon wiHUHQgfec rata tea Mm 

Itai liquidate! gffeitnffi It Zm 


LEGAL 

NOTICES 


jOtMWUMMKMBl 

JWUpiteM 
rOatea IK 


•naaeoi w icrwiin 
BBtGHOUSE MANAGEMENT 
LIMITS) 
pauqan w «Q 
rotnon Miami or iW7 . 
hirateeMtUi.lKatetoMUi 
trite teb ktei Wftw raid rf LnyCKi tte Hbk 
S eariUf howl 1 1 Uto Cirira Wete Wto 
ten toll in ted Oetf A tan I* iny (5c. M 

IMg^a ^ btetoWlliaHQpirtetcrjMM. 

MteBiptend tot Utodaiie ofteq ten* w at 
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COMMODITIES AND AGRICULTURE 


Middle 


MARKETS REPORT 


By Robert Carztne, Nikki Twt 
and Kenneth Gooding 


Oil markets were rattled by reports 
of renewed tensions in the Middle 
East and the possible impact of a 
United Nations report critical of 
Iraq's compliance with interna- 
tional inspectors investigating- the 
extent of its programme to build 
weapons of mass destruction. 

The troubling reports from the 
region helped to steady the price of 


Brent Blend for November deliv- 
ery. which on Monday tumbled by 
77 cents to $2Q£4 a barrel. 

At one stage Brent showed 
renewed strength, although it 
drifted lower in late trading on 
London's International Petroleum 
Exchange, when it was quoted at 
about $20.72 a barret 

Crude oil futures clawed back 
some of Monday's losses on the 
New York Mercantile Exchange, 
amid continued worries that 
heightened tensions in the Middle 
East could affect supplies. The 


near-term November contract bad 
recouped about 7 cents by midday, 
to $22.00 a barrel, while the Febru- 
ary contract was 13 cents higher at 
$21-58. 

Cora futures rose strongly yes- 
terday morning on the Chicago 
Board of Trade, amid rumours that 
the Chinese government would 
stop exporting old-crop com - at 
least temporarily - because such 
trade was no longer profitable. By 
midday, the December contract 
was 5.4 cents higher at 273.2 cents 
a busheL 


This bullish trend was also 
reinforced by an increase in soya- 
bean prices, with the November 
contract gaining around 13 cents, 
to 660.4 cents a bushel, and the 
March contract adding a similar 
amount, to 669.4 cents. Analysts 
said the rally was largely tec hnical , 
coupled with a lack of significant 
selling interest. 

Trading on the London Metal 
Exchange was very quiet ahead of 
the highlight of the ynatai world's 
year, the LME'S anwna] dinn er last 
night “People are just playing 


around this afternoon- There is not 
really ttiat much interest and most 
people are away from their desks," 
a ring dealer said. 

Few noticed a relatively bearish 
view of the copper market 
expressed by Dough Yearley. chair- 
man of Phelps Dodge, the biggest 
US producer of the metal While 
demand for copper was growing at 
an annual 3 per cent, he said, sup- 
ply this vear would be up by 5 per 
cent, followed by a 6 per cent 
increase in 1993 and one of 4 per 
cent in 1999. 


directors to 

join LME 




By Kenneth Gooding, 
Mining Correspondent 


Report warns on 
coffee volatility 


Palm oil push by Indonesia 


By Alison Maitland 


The extreme volatility that 
was seen in coffee futures 
three years ago could recur 
if financial institutions 
return to the market to try 
to repeat gains of as much as 
3910m. industry representa- 
tives were told yesterday. 

A report delivered at the 
F.O. Lichfs world coffee con- 
ference in London said the 
extraordinary rise in futures 
in 1994 was different from 
typical coffee market specu- 
lation. 

Speculation in commodi- 
ties bad originated from 
financial institutions and 
other investors diversifying 
out of falling bond and 
equity markets at that time, 
said Professor Christopher 
Gilbert and Celso Bmnetti, 
of London university's 
Queen Mary and Westfield 
colleges in the report. 

The coffee market was the 
most dramatic performer 
among commodities, with 
prices trebling, they said. 

The gains to large specula- 
tors were estimated in the 
report at between $630m and 
S910m on the New York cof- 
fee market in the second and 
third quarters of 1994 alone. 

“The financial institutions 
who did very well out of cof- 
fee in 1994 will continue to 
monitor this and other pri- 
mary markets." said the 
authors of the report 


They warned that coffee 
could again become excep- 
tionally volatile, although 
renewed interest from the 
funds did not appear “immi- 
nently likely". 

The report said several 
factors led to the market's 
rise in 1993 and early 1994, 
which was sharply extended 
following the mid-1994 frosts 
in Brazil. 

The “retention scheme" 
agreed in mid-1993 by produ- 
cing countries to shore up 
prices by withholding 
exports had an impact that 
year. 

“But the effects of reten- 
tion were entirely associated 
with the announcement of 
the scheme and not with 
retention itself," the report 
found. The effects were 
already anticipated in prices 
around the time the scheme 
was announced. 

With New York the main I 
focus for speculation and the 
London International Finan- 
cial Futures Exchange more I 
of a hedging market, the 
report said volatility in Lon- 
don would tend to Increase 
when hedgers had departed 
from normal levels of cover 
and were anxious to return 
to them. 

“The rise in coffee volatil- 
ity was primarily due to the 
attempt by over-sold hedgers 
to close out their positions 
against the background of a 
rapidly tightening market." 


Lower costs are giving growers 
the chance to catch Malaysia 


T he thick smoke blan- 
keting many parts of 
south-east Asia does 
not obscure fundamental 
changes taking place in the 
world's pahn oil industry. In 
fact, it is evidence of a new 
future being fozged. 

The belief that Malaysia, 
the world's top producer of 
crude palm oil, is lasing its 
competitive edge to Indon- 
esia, the second-largest pro- 
ducer, has precipitated a 
rush by Malaysian planta- 
tion companies to put down 
roots in their near neigh- 
bour. 

Some 27 large Malaysian 
companies had agreed to 
joint ventures with Indone- 
sian counterparts by March 
this year, when Jakarta shut 
the door on foreign planta- 
tion investments. 

The new joint ventures 
plan to develop about L5m 
hectares, compared with a 
total existing area of oil 
palm graves in Indonesia of 
2.2m hectares. 

The fires billowing smoke 
from the rainforests of 
Sumatra and Kalimantan, 
the Indonesian part of Bor- 
neo island, were started pri- 
marily by Malaysian and 
Indonesian plantation com- 
panies. The economic incen- 
tives for forest clearing are 
powerful 

The average cost of produ- 
cing one tonne of crude palm 


oil in Malaysia is roughly 
US$250 but in Indonesia it is 
US$150, plantation analysts 
say. 

Many observers predict 
Indonesia will supplant Mal- 
aysia - which is beset by 
shortages of labour and suit- 
able land - as the world's 
top producer in the first few 
years of next century. 

The imperative to plant in 
Indonesia is hardened by the 
fact that several plantation 
companies have plans for 
imminent stock mar ket list- 
ings, executives say. 

They are keen to convince 
potential shareholders that 
an earnings stream is 
assured through plantation 
expansion. 

But corporate ambition 
aside, more ephemeral forces 
are at work and have caused 
a recent surge in crude palm 
oil prices to record levels in 
local currency terms. 

The El Nifio weather 
effect, which normally lasts 
between 12 and 15 months, 
has already brought drought 
to some parts of Indonesia 
and appears to be the cause 
of dry spells in Malaysia. 

The dryness has exacer- 
bated the forest fires and 
looks set to cut yields from 
oil palms; female flowers, 
from which the fruit grows, 
tend to blossom less often 
when moisture levels faff 

Greg Feldberg, plantations 


Malaysia: crude palm oil production 
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analyst at ABN Amro Hoare 
Govett in Kuala Lumpur, 
forecasts that the lower 
yields could persist for a 
year or two fixxm 1998. The 
result, Mr Feldberg says, will 
be to raise palm oil prices 
and plantation company 
profits. 

Indeed, ABN Amro Hoare 
Govett this week raised its 
estimate for the average 
price of crude palm oil in 
1998 from US$500 to US$520 a 
tonne. Taking into account 
the fact that the ringgit Mal- 
aysia’s currency, has depre- 


dated 25 per cent against the 
US dollar since July, the pre- 
dicted US dollar price rise 
would generate very attrac- 
tive returns for local planta- 
tion companies. 

The pall of smog could 
also exert a direct influence 
on yields. One plantation 
owner in Indonesia says the 
ripening of fruit could be 
delayed by the smoke blot- 
ting out the sun. 


James Kynge and 
Sander Thoenes 


The London Metal Exchange 
is responding to widespread 
criticism about the composi- 
tion of its board by recruit- 
ing two more independent 
directors with no previous 
connection with any metals 
business. They are Lord 
Fraser of Camyllie QC and 
Sir Tim Lankester. 

Lend Fraser was UK minis- 
ter for energy at the Depart- 
ment of Trade and Industry 
in the Tory government, and 
recently was director of the 
T hink Twice campaign 
against Scottish devolution. 
He is also a director of the 
International Petroleum 

Exchange. 

Sir Tim, an academic econ- 
omist served at the Interna- 
tional Monetary Fund, the 
World Sank and the OK 
Treasury. Hie was permanent 
secretary at the Department 
of Education before becom- 
ing director of the School of 
Oriental Studies at the Uni- 
versity of London. 

During the inquiry into 
the LME last year after the 
Sumitomo copper scandal, 
nearly every respondent to 
the Securities and Invest- 
ments Board questionnaire 
raised concerns about the 
governance of the exchange, 
in particular the composi- 
tion of the board, which, is 
made up of broker members. 

This year the LME added 
to the board Art Miele of 
Phelps Dodge, the biggest US 
copper producer, and John 
Pizzey of the Aluminum 
Company, of America. the 
world's biggest aluminium' 
producer. 

Announcing at the LME's 
aTmnai iHmw last night that 
Lord Fraser and Sir Tim 
would shortly join the board. 
Lord Bagri, chairman, . said 
their presence Would ease 
the burden for. “our two 
hardworking independent 


directors”. Phillip Crowson^.;, 
who retired recently ■ 

economist at Ho TTBto/tJjB:.' 
world's biggest mining:;;' 
group, and Kit Farrow; a : for- -'^ 
mpr Bank of England official ■ 
who is now directangeaeral ;• 
of- the London Investment ^ 
Bankers’ Association, -• 

Lord Bagri also revealed 
that the LME. is shortly to, - V 
appoint an executive direc- 
tor of corporate . affaire 'and- 
an executive director rasp (at- v 
stole for regulation' and eeam-' 
pliance. • ' 

• Lord Bagri said j foenfffi g Vg 
been an “unhealthy Increase 
in market _alwrnEtions"-ftap-.; 
ing the past 12 months* ^ 
when there had been .■ ; ' 
squeezes In the copper. \ 
miniiym and zinc marlcpt&T " ~- 
“Excessive volatility, es$ie- - i 
dally engineered jx> create - v 
short-term aberi hUda k.-'is ; -l 
very damaging to dor mar- 7 
ket and its users by limiting ■ 
the capacity of legitimate d 
traders' to - hedge,; causes- ; : 
great concern to those- who 
use the LME's refifrence . ; 
prices frnd creates excessive , . 
regulatory, commercial axaF 
moral burdens for. tile ; 
; exchange.” he said. ■} ; . \ 7 ' 
7 He promised that dran^es " 
being made to the LME's 
reporting systems 7 and/ 
improvements in taraspsar-S - 
emery “are erne important hhfe 
of defence agsinst markef; 
abuse". However, the LME . 
was only one part of a global c 
metals market ’ and “the ' 
co-operation between; regula- '. 

tnra -ftrwn different jnrisdfe- . 

turns is nof yet adequate and - 
comprehensive enough to > 
eliminate totaBy systematic- - 
market abused : - : 

Lead Bagri also JfopedV/ 
new UK Financial Services/, 
Act would make the LME 
better placed to have some . 
control over big. users of the 
exchange who . were non- 
members, such as Sumi/ 
tomb, as 'well as - over-the^ ' 
counter business. . ' : ' 7 - 


COMMODITIES PRICES 


BASE METALS 


LONDON METAL EXCHANGE 

(Prices from Amalgamated Metal Trading) 

■ ALUMINIUM, 99.7 PURITY (S per tonne) 


Precious Metals continued 

m GOLD COMB< flOO Tiqy oaj X/froy ccl) 


GRAINS AND OIL SEEDS 

■ WHEAT UFFE (100 tonnes; E per (arm) 


SOFTS 

■ COCOA UFFE (IQ tonnes; E/Tonne) 


MEAT AND LIVESTOCK 

■ LIVE CATTLE CME (40.000tos: certs/lbs) 


JOTTER PAD 



Cash 

3 mflra 

Class 

1635.5-362 

1642-43 

Previous 

16512-22 

1658-60 

High/low 


1663/1637 

AM Official 

1645-46 

1648-49 

Kerb dose 


1645-46 

Open im. 

n/a 


Total dady Turnover 

n/a 


■ ALUMINIUM ALLOY <S per tonne) 

Ctaoa 

1432-45 

1460-70 

Previous 

1440-50 

1470-75 

High/low 


1470/1465 

AM Official 

1430-40 

1460-70 

Kerb dose 


1463-67 

Open in'- 

nte 


Totf dal/ turnover 

n/a 


■ LEAD (S per tonne) 


Close 

5962-992 

612-13 

Previous 

5952-62 

609-10 

Hl^iflow 


616/609 

AM Official 

599-600 

609-10 

Kerb ckne 


609-10 

Open inL 

n/a 


Total daily turnover 

n/a 


■ NICKEL (S per tonne) 


Close 

6545-55 

6650-60 

Previous 

6585-95 

6680-700 

High/low 


6670/6620 

AM Official 

6540-45 

6645-50 

Kerb dose 


8635-45 

Open irrt. 

n/a 


Total daty turnover 
■ TIN (S per tome) 

n/a 


Close 

5750-55 

5780-85 

Previous 

5745-55 

5780-90 

Hlgh/tow 


5B3Q/5780 

AM Official 

5755-65 

5790-95 

Kerb dose 


5780-90 

Open im. 

rVa 


Total defy turnover 

n/a 


■ ZMC, special Mgh grade & par tome) 

Close 

1296-97 

1309-10 

Previous 

1283-5 

1307-0 

HigMw 


1317/1300 

AM Official 

1295-96 

1308-09 

Kerb does 


1307-08 

Open InL 

n/a 


Total daffy turnover 

n/a 


■ COPPER, grade A (S par tome) 

Close 

2052-54 

2078-80 

Previous 

2083-4 

2109-10 

High/low 


20900069 

AM Official 

2047-48 

2076-77 


PLATINUM NYMBC (50 Troy OZ4 Stagy OL) 


OCt 427.4 +4.2 429.0 423.0 143 675 

Jan 427.4 +4.2 430J5 422L5 761 11383 

W 420.4 +4.7 4224 41BJ5 56 841 

M 416.4 ' +47 - - 1 4 

tow an 1 3.798 

■ PALLADIUM NYMEX (100 Troy ce.; S/frpy oz.) 

MC 198.75 +4.00 199.00 191,50 187 1333 
Mr 194.75 +4.00 - 338 

Jun 19425 +4.00 1 T09 

ToM 187 V80 

■ SILVER DOMEX (5J00 Troy ql; Centariroy at) 

Oct 5162 -02 - - 2 1 

Ho* 5184 -OS 1 

Dec 5202 -OS 524.0 516.0 6.787 73.658 

4 tf 521.6 -OS - - 1 22 

Mar 526J5 -05 529.0 524.0 254 17713 

Hoy 529.7 -02 5300 530L0 9 336 

ToM hazi TOBM 


DM 365.75 +1050 367.50 354 DO 8.82H 64,703 

War 37800 +1050 30000 38800 2.056 26.405 

MW 386.00 +025 38720 375-50 420 5772 

M 383-00 +1025 38040 3772Q 362 11,498 

Sep 391.00 +520 30120 38520 12 72 

Dec 4024)0 +820 4024)0 3924)0 39 2^61 

TOW 11,717 1102* 


COCOA CSCE 00 tomes S/tannest 


LEAN HOOS CME (40.000ft*a: cents/lbs) 


■ MAIZE CBT $.000 tw min; centB/Saj bushel) 


Dee 27375 +124J0 Z7375 267.00 

Mar 288.50 +1220 288 JO 27300 

MW 29445 +12-00 29425 281.75 

4ri 297.75 +112 298-25 28325 

Sep 28375 +11 DO 28350 27375 

Dec 287.00 +325 287.75 77300 

Total 

■ BARLEY UFFE (100 tonnes; £ 


45^05193881 
104)00 674)31 
1.909 1BJXH 
3,464 30719 
27 2,162 
14149 19.003 
02266 317^86 
pre tonne) 


Otc 

ms 

+32 

1730 

1606 2201 43.768 

Oct 

66675 - 68.700 68.125 2263 

7210 

Mar 

1755 

+33 

1762 

1732 

778 24229 

Dec 

62.775-0-225 63250 62.400 5,050 

17276 

May 

1773 

+35 

1778 

1752 

157 11255 

Fata 

623S0 -0.300 62.850 61200 926 

6,006 

JM 

1791 

+33 

1800 

1774 

135 3,756 

Agr 

59275-0200 59250 59050 163 

2279 

»F 

1007 

+33 

1787 

1788 

106 4.738 

Jn 

64.775 -0.400 K.400 64.775 24 

1231 

Dec 

1823 

+33 

1BD1 

1783 

120 9.062 

M 

63250-0375 64200 63.750 23 

630 

Total 





3JE22I09JO» 

Total 

8/M5 

38(088 

■ COCOA (ICCO) (SDR*s/tonne) 


■ PORK BELLIES CME (JO^OOtos; cents/lbs) 

Oct e 



Prim 

Pm. day 

Fata 

62.600-0275 63200 61750 1,403 

8216 

Daly- 

- ■ 


1304-32 

130845 

Mar 

62600-0.375 B3.100 61.700 62 

820 

■ COFFEE UFFE (5 tonnes; S/tonne) 

May 

64.325-0475 64.600 63200 13 

130 







Juf 

64250 -OHO 64200 64200 2 

05 

No* 

1642 

-17 

1651 

1025 1273 15205 

Aog 

64.900 - 

12 

Jan 

1856 

-23 

1675 

1642 1203 11262 

Trtal 

1,483 

8201 

Uw 

1662 

-22 

1082 

1652 

578 5.713 





ENERGY 

M CRUDE OR- NYMEX (1.000 bamls. Vbarefl 


Latest Days Open 

price eftaoga HP ln> M M 

H 22JQ5 +312 22-27 21.80 63JM5 99.73a 

* 21.96 +314 2220 21.75 30586 87^43 

■ 21.83 +318 21-95 21.53 14.028 43^52 

b 21.63 +318 21.75 21.40 4,660 25,117 

if 21.40 +313 2144 21.27 2^34 14257 

r 21.15 +04)6 21-20 21.10 617 11.014 

tel 121,1784364187 

CRUDE Ofl- 1PE (S/barraQ 


Kafb dose 20 1 

Open M. n/a 

Told daly tumov+r n/a 

M US AM OIReial £/S rata: 1-6245 
LME Chietng E/S rate: 1J6Z35 


Latest Darb Open 

price donga Rfeh Lev 9M tat 

Nov 20.67 +303 20.6S 20.60 18327 53650 

Dee 20.62 +312 2378 20.44 11,653 46,306 

Jan 2053 +316 2060 2326 2^78 33754 

Ftb 2336 +318 20.45 2313 24599 13277 

Bar 20.22 +322 2023 1955 344 5^36 

2310 +020 2310 1384 210 2536 

Total 64^56163822 

M HEAT1NC OR. HTMX (42,000 05 pife; PUS pafcj 

Latest Day’s Opes 

price change High Low Vrf bd 

Nov 5395 +026 6025 5310 20,497 53990 

Dec 6095 +027 6125 60^5 9205 34,376 

Jae 61.40 +327 61.^S 61.10 3,391 22202 

Feh 81.45 +322 61.90 S\M 1288 11215 

Mar 6340 +327 6360 60S 814 7298 

Apr 5374 +371 - 128 4,962 

35,728144336 


Spec l£ZM 3 b*K 18142 6 Bite 18074 9 nta 16013 
■ HUMS GRADE COPPER (COMEX) 


Hot 

80.15 

-1.10 

80.90 

80.80 

113 1295 

Jan 

07 45 

-0.85 

B3-40 

83.10 

107 666 

tear 

84.65 

-0.85 

- 

- 

- 340 

May 

8625 

-0.75 

- 

- 

23 

Tow 





220 2330 

M SOYABEANS CUT (5,O0Obu mb; ceoaiEOb butael 

Nov 

684.00 +1820 67320 64225 38280 07JW7 

JM 

66620 +1725 67420 64720 

9423 33241 

Mar 

67320 +17.00 68120 656.00 

2273 15295 

May 

67920 +16.75 685.00 662.75 

1,483 13,790 

JM 

685.75 +1720 692.00 66720 

3286 12,445 

ta| 

68220 +1220 68420 68920 

20 381 

Tbtal 





46^54178205 

m SOYABEAN OIL CUT (60.000tbs: centerib) 

Oct 

2424 

+0.03 

2425 

23.73 

1250 2,769 

Dec 

2422 

-022 

24.69 

2426 11226 54,728 

Jwi 

2420 

-0.08 

2428 

2427 

2274 18.749 

Mw 

24.68 

-0.09 

25.08 

24.46 

1362 11261 

Hag 

24.76 

-0.03 

2520 

2L55 

403 7257 

Jd 

2421 

+025 

25.25 

2420 

544 6251 

ToM 


' 



1*298 103225 

■ SOYABEAN MEAL CST (100 tons; SAori) 

Oct 

215.4 

+74 

215.8 

2082 

5.745 10267 

Dae 

2112 

+74 

211.7 

2022 12239 43260 

Jan 

210.0 

+72 

2112 

2022 

2.195 16,771 

Mar 

2062 

+64 

2082 

2002 

3212 15404 

May 

2052 

+62 

2062 

1992 

742 15285 

JM 

am j 

+62 

2092 

201.7 

1,121 9252 

TaM 





2S.S3 114275 

■ POTATOES UFFE C20 tonnes; C per tonne) 

■nr 

612 

- 

„ 

_ 

7 

Mar 

61.0 

-32 

- 

- 

- 


1012 

-3.0 

103.1 

1002 

47 1J02A 

May 

1182 

-32 

- 

- 

22 

Jon 

126.0 

-32 

- 

_ 

_ _ 

TeM 





47 1263 


May 1672 -21 1683 1660 78 1238 

Jd 1682 -21 - - - 302 

Sap 1687 -21 - - - 187 

TeM 3232 34215 

■ COFFEE "C' CSCE {37^00bK centsribs) 


LONDON TRADED OPTIONS 

StaDce price S tonne — Celia— — Puts — 


162.15 -720 170.70 15000 5,937 12255 

14350 -7.45 15620 146.00 1239 6260 

14320 -650 15300 144.00 205 2288 

13825 -625 14220 13300 45 2,182 

13325 -5.75 13620 134.00 23 604 

12350 -350 13520 13020 4 390 

7,783 24 J09 


m COFFEE (ICO) (US centa/pound) 


Dct 6 Pra*. iter 

Corap. da6y 129.76 12623 

15 iky average 127^1 127.41 

M WHITE SUGAR UFFE (50 tonnes: S/torne) 


Doc 

3015 

-15 

303.3 

3012 1.161 10210 

Mar 

3092 

-1.5 

3102 

308.5 1.473 13.622 

Hay 

3135 

-12 

3142 

3132 

674 3,194 

Ang 

3162 

-12 

3175 

315.7 

85 1.915 

Oct 

3122 

-12 

- 

- 

- 2227 

Doc 

310.8 

-1.0 

- 

- 

- 124 

DM 





3283 32,110 

M SUGAR *11* 

CSCE (1 12.000tos: cente/ftjs) 

Mar 

11.79 

-0.02 

1126 

11.77 9,476 92557 

Hay 

1122 

- 

11.65 

11.77 

581 22229 

Jd 

1129 

+0.02 

11.72 

11.62 

571 17.943 

Oct 

11.66 

+0.03 

11.67 

11.61 

442 14.562 

MW 

11.58 

- 

1156 

1155 

12 3.106 

May 

1153 

- 

1150 

1150 

70 22,529 

Total 




112821612(8 


M ALUMINIUM 

(99.79b) LME 

1500 

1600 

1700 

■ COPPER 
(Grade A) LME 

2000 

2100 ’ — Z~1SZ.~. 
2200 

■ COFFEE UFFE 

1BOO 

1650 

1700 

m COCOA UFFE 

1000 

1025 

1050 — .T. 

M BRENT CRUDE 
IPE 

2000 

2050 

2100 


Oct Jar 
n/a 
n/o 
n/a 


Oct Jan 


CROSSWORD 

No.9,500 Set by GRIFFIN 


Oct Jan 
n/a 


Nov 

Jen 

Nov 

Jan 

65 

141 

23 

85 

38 

115 

46 

109 

22 

96 

80 

140 

Dec 

Ma- 

Dec 

Mar 

146 

182 

3 

17 

126 

162 

e 

22 

105 

144 

10 

29 

Nov 

Doc 

Nov 

Dec 

87 

. 

IS 

„ 

56 

78 

33 

_ 

31 

68 

- 

- 


LONDON SPOT MARKETS 

M CRUDE OIL FOB (per bend) +or- 


' ■ COTTON NYCE (5O000tos; cents/lbs} 


■ GAS OB. PE (S/bxne) 


FREIGHT (BIFFEXJ UFFE (SlQ/Mea pomt) *5 
■— 1 — M 



Sea 

Day* 




(ten 


price change Agfa 

Low 

VU 

tat 

Oct 

93.70 

+0-35 

9420 

9220 

679 

1,302 

Hot 

9440 

+0-55 

94.40 

94 40 

219 

2445 

Dec 

94.85 

+055 

95.40 

9320 

5232 28.133 

Jwi 

95.15 

+045 

95.15 

9320 

IB 

1.075 

Feta 

0555 

+025 

85.10 

9420 

24 

1,129 

Mar 

TaM 

955B 

+040 

0620 

9440 

464 5.174 
6213 61210 


Sen Days open 

price ebaage Upb Low ¥d tat 

Oct 184.50 -050 18720 18225 7,669 17,356 

Hov 18820 - 18300 1M20 6203 32244 

Dec 10720 -350 18325 18520 2275 18262 

Jhd 18375 -020 19020 1B720 1221 15,105 

F«* 18820 -350 189.00 18620 1.130 723* 

Mar 18525 -0.75 18300 183,75 95 5296 

Total 24204109236 

■ NATURAL GAS FEDJDO -nee; ptace per kart 


Oct 

1400 

+20 

1405 

1375 

146 

1,104 

Bn 

1490 

+24 

1490 

1485 

a 

362 

Dee 

1495 

+15 

1485 

1475 

7 

17 

Jan 

1500 

+10 

1500 

147B 

37 

saa 

Opr 

1505 

+15 

7500 

1485 

20 

187 

Total 

Ctoaa 

ftwr 



223 

22B8 

BR 

1282 

1287 






PRECIOUS METALS 


■ LONDON BULLION MARKET 
(Prices supplied by N M Rothsctafld) 


Rut 12230-3020 - 1270 

Dee 13830 - 15250 15230 30 1.360 

Total 305 11275 

■ NATURAL GAS HYHBC (13000 amBOl; VmmBta) 


GaUKTray o4 3 pries 
Close 3312333120 

Opening 331.40^31.70 

Morning fix 33120 

Afternoon fix 33125 

Day’s High 332.00-33230 

□ay's Low 33370-33120 


£ cquiu SFf equh 


PULP AND PAPER 

■ PULPEX OMLX ($6; 24 air dry tone) 


Oct 6825 -025 6920 6820 0 20 

Dec 71.10 +317 71.40 7380 6.122 50,684 

Mar 72.60 +309 7220 7236 1.864 15216 

Bbr 73.45 +308 7320 7320 549 7224 

Jd 7423 +315 74.40 7325 596 6.966 

Oct 7527 +0.40 7520 75.00 76 769 

Total 3338 80248 

■ ORANGE JUICE NYCE (15,P00lbK oenia/Iba) 

Nm 7325 -1.00 7455 7325 2.103 17257 

Jan 7350 -1.00 77.75 76.10 737 11,151 

Mar 79.40 -US 8350 79^ 228 7.178 

May 8115 -1.05 8320 8135 32 1.737 

Jd 8420 -395 8520 8420 5 734 

Sep 8820 -025 - - - 274 

Total 3,188 39219 


Dubai S19.42-9.S0w -O.T8S 

Brant Btend idated) S20.68-0.7tl -0/420 

Brent Blend (Nov) S20.68-0.70 -0.320 

W.T.L S2123-1.90W -0.315 

■ OIL PRODUCTS NWE prompt defray OF (tame) 












sen 

Day** 



Open 


Sell Day's 


Open 

*' ' 

Sett 

Dev's 


Open 


Satt Day's 

Op«J 

- 1 • . . Z. ’■ 





price ritaange (9ph 

low 

Hot M 


trice change lfi0b Law 

W 

M 


price cbmge n^i 

law VM M 


Price change ffigb low Vol 

tat 


' 

- ••• 

' 

OCt 

3312 

-12 

3312 

3302 

25 169 

MO* 

87.10 -020 87 JO 8725 

90 

2420 

Dec 

1145 

+9 

1149 

1134 1288 47J9E 

Oct 

66 3S -0.075 66225 65225 4269 

11,182 





Hnr 

3312 

-12 

- 

- 

1 

Jan 

89.00 -0.60 8945 8825 

148 

2,869 

Mar 

1165 

+8 

1169 

1156 1.132 52231 

Dec 

6EJ2S -0.450 66.750 65450 6.135 

43,447 





Dec 

3332 

-1.3 

334.9 

3322 17206 90279 

Mar 

91.00 -0.60 9125 9025 

16S 

2264 

May 

1101 

+8 

1184 

1176 161 23241 

Fab 

69.050-0275 G9.675 08.400 2275 

17270 



. 


Rita 

3345 

-14 

335.0 

3342 

172 21.795 

May 

93.00 -0.60 9345 9275 

100 

1,773 

M 

1196 

■rt 

1201 

1101 107 9237 

APT 

7E150 -0475 7Z625 71.625 692 

11249 





Apr 

336.1 

-1.4 

3372 

3362 

26 5220 

M 

95.00 -020 

- 

148 

Sap 

1212 

+9 

1213 

1207 383 13,701 

Jm 

sacra -O.soo 69200 68200 422 

7,195 





Jn 

3372 

-15 

3392 

3382 

25 9226 

Total 


963 

9272 

Dec 

1224 

+8 

1224 

1216 326 15251 

Aog 

68.750 -0.400 69150 68.750 215 

2,799 



. . •:+ ... 

T ’ ‘ 

Total 





17,763182286 

■ WHEAT CBT (5200bu max canta'BQb bushel} 

ToM 




42MT7B211 

Total 

14432 

94224 


.. 


. - 



Premium GasaRne 

Gas 08 

Heavy Fud Oil 

Napteha 

Jet fuel 

Diesel 


S208-210 
SI 89-191 
S9S-100 

S205-207 

S204-205 

Si 06-1 99 


NATURAL GAS (Peneattiarm) 


Baeien (Nov) 12.90-12275 -0.0375 

Pmmhaim Argui. 7at London QJI71) 359 to 3? 

■ OTHBT 


Latest Dayte 


204.693 479215 
204.179 477.610 


price change Hgp Low 

2220-3059 2280 2260 


1020-0.054 3270 2285 
1995 -3038 3230 2230 


Previous close 33110-33220 

Loco Ldn Mean Gold Lendbig Hates (Vs US® 

1 month 2.72 6 months 2.77 

2 months 2.73 12 months .225 

3 months 226 


1678-0.047 1730 1650 
1450 -3120 1510 1450 


1245-3110 1270 1240 


tew 
M tat 

26215 51.453 
3303 34.189 
6273 23387 
1,771 18252 
833 12217 
320 7267 
47,183232237 


Sail Day's Open 

pries change (Bgfe Lew Wri tat 
Dec 60020 -120 60020 59350 11 207 

Mv 31720 -100 61720 81720 20 1B2 

Ttatari Dl 824 


VOLUME DATA 

Open Interest and Vahme data shown tor 
con tracts traded cat COMEX. NYMEX. CBT, 
NYCE. CME. CSCE and IPE Oude Oi are 
one day in ana^s. Vbiuma & Open Interest 
totals are for afl traded months. 


FUTURES DATA 

AH future* dm supptod by CMS. 


Gold (per troy 02J* 
SDwer (per trey ojji 
Platinum (per troy oz.) 
PaSadlum (per troy at) 
Copper 

Lead (US pnadj 
Tn (Kuala Limpu) 

Tin (New Yorfc) 

Cane (live weight) 


stwer Fix 
Spot 
3 months 
6 months 
1 year 
Gold Cobra 
Krugerrand 
Maple Leaf 
New Sovenagn 


p/troy oz. 

US ets equhr. 


319.15 

518.10 


322.80 

522.00 


326.45 

525.85 

Nov 

33320 

53320 

DOC 

job 

5 prtce 

E equhr. 

Fob 

331-333 

204-205 

Mar 

nfc 

n/a 

Apr 

77-79 

47-48 

Total 


■ UNLEADED GASOLINE 
HVfrEX (42200 us gala^ c/US gafe) 

Latest Daya 

Price change Ugh Low 
llev BIAS +315 8100 8120 

Dec 6125 +031 8120 B0.7D 

Jea 61,10 +326 6120 6360 

Mr 6120 +0-26 6120 6385 

War 8120 +301 6120 6120 

Apr 6420 +0.51 8420 64.10 


Low Wot tat 

8120 16.173 42.127 
6370 7202 16,102 
6360 3,563 15,233 
6085 1239 3403 
8120 1743 5,761 
84.10 203 3,415 

31201 86287 


Minor metals 

European tree market, from Mete) BuBeOn. 
S per lb in warehouse, unless otherwise 
stated (last wash’s In brackets, where 
changed). A nt tmony: 99.65%, S per tonne, 
1.860-1263 Btamctk rr*n 9929%. tonne 
lots 320-353 Cadmium: min. 9925%. 
cents a pound. 40.00-5020. CobaCt MB 
free market, min. BS.8%. 2325-24.00 
(23.60-24.80); min. 992%, 18.60*1820 
C2Q 00-20.80). Mateory. m h. 9929%. S 
per 76 lb flask. 140-150. Molybdenum: 
drummed molybtfle oxide. 4.10+125 (426- 
4.40). S elen iu m: rrtti 90.5%. 100-3.00. 
Ttmgsten turn; standard mta. 65%, 5 per 


INDICES 

■ Reuters (Bases 1879AM = 100) 

Oct 8 Oct 3 month ago year ago 
18872 18802 1837.7 18942 

■ CRB Futures Pme 1967 = 100) 

Oct3 Oct 2 month ago year ago 
245.18 246.18 - 


Oct 3 

Oct 2 month 

ago 

year age 

2Q24J2 

20724 194^5 

204.15 

LME WAREHOUSE STOCKS ftaxM) 

Alumtaiun 

+3200 

to 

735250 

AlumMuR) May -80 

to 

«92K1 

copper 

-225 

to 

338225 

Lead 

-50 

to 

120250 

Nteftd 

+906 

to 

61,888 

Zinc 

+3425 

10 

444225 

Tin 

-120 

to 

11225 


Pigs (Sw3 weight) ) 

Lon. day sugar (raw) 
Lon. day sugar twte) 
Barley (Eng. teed) 

Maize (US No3 YeUaw) 
Wheal (US Dark North) 
Rubber iOc trtf 
Rubber (NovJV 
Rubber (XL RSS Nol) 
Coconut Ot (Phffi§ 

Palm Oi (Malay 
Copra (Phf0§ 
Soyabeans (U^ 

Cotton Oufiook‘A‘ index 
WooBops (84s Super) 

E par an men ocanrtM i 
r rWMjtftg. m M w a vMa i i canta 
No*. YLondcn RlyWaV. 5 OF 


$331-65 

-am 

521J30C 

- 1.00 

8425.00 

+ijjo 

3195.00 

. + 1.00 

100 . 0 c 

45410c 

I8.13r 


2692 

- 1.0 

98J5p 

+0.93* 

1tEL60p 

-4.94* 

75.8Sp 

>5lS9* 

S27640 

-3.10 

$300.10 

-240 

Unq 

£100.00 

Unq 

sasop 

5820p 

2042z 

+12 

63&QZ 

-5.0 ' 

540Gz 

-1043 


-130 

2134) 

+ 2.0 

70.50c 


428p 

-9 


ACROSS 

1 Studying- Gateshead girls 
may improve one's looks: 
(7.7) 

10 Alter design on the ball (5) 

11 Go round without a mur- 
mur, finding fault (9) 

12 Unfamiliar wine can be 
found in Wales (7) 

13 Shivering fit and ague 
causes tiredness (7) 

14 Article is in the engineers' 
lift (S) 

16 Roast aunt cooked for a 
space traveller (9) 

19 Paid about a dollar to come 
back, said pair v anish (9) 

20 Wanting to work oixt, loves 
running (5) • 

22' Rent fabric to be used 
when sky-diving? (7) 

25 OK, come down around, 
mid-afternoon (7) 

27 Opinion of a . friend taken 
round Paris, perhaps (9). 

28 Trying to find a 12 inch 
ruler (5)- 

29 Time to stop and change 
part of driving test (55,4) 


6 Bird tost as ttjir gets. broken? ^ 

‘ 7 Be suspended ifter qgodng ; 
Soathanrptcm brandt®- ; 'V-' 

8 Advise new . nests to go'* 
around third ] f ; August 

9 Outlaw name] m. royal Hag V 

<6) • • r i- . a:. 

15 Irage One is iboixt ^pytog /. 

17 Cover up rc lent- before - ; 
man getsTiom >(9) 

18 Each head gafaaier takes 
one a hiE rep®,® ; - - ^ 

IS Sleeping witns witcdi -fttp;--'.; 

meant removixb key m ** - % 
2150% off when exhaust-^f - ■ 
undamaged (5) : :Z . v -- -V; ?- 
23 Father gets by 1 ithi sqt pfcjr. 

questions (5} . . .*;% 

24. Dance in -ho^pial 'rami^. 

. condemned <5) i ; •/;; 

26 Somehow cook tripes, tqT ; 

ingtan>«o_ fil ft (» -" .. a 

Solution 9A9a 


lent- 'before- 
KO> 




No». tB axtan P hpfcaL j OT RMadom. 4 ewxw mu 
ckM. Ctenao an «mL 1 taws on N*d t* pigs 


DOWN 

2 I weed less, which could be 
a bloameri (9) ’ 

3 One races Into a party just ; 

the same (5) . ■ 

4 When dark horse frightens 
one ofl? (9) 

5 After midnight a bird gets 
hoarse) (5> 






H-it.-'-r.. 




7.V 

































































































































































































































































































































FINANCIAL 


LONDON STOCK EXCHANGE 


Footsie manages to cling on to 5,300 level 

over the 12 months, slightly On Monday, the Dow pushed well all day, the FTSE 250 index 20 shift to order-c 
higher than consensus forecasts, up 61 points, its fourth consecu- finishing 8.6 ahead at 437G.0, hav- “We're trying desp 


WEDNESDAY OCTOBER 8 1997 


By Steve Thompson, 

UK Stock Market Editor 

After one day of mild profit- 
taking. London's equity market 
moved back on to the buy tack 
yesterday, jousting with new 
records in the morning session. 

London's performance was all 
the more impressive given the 
uncert ain showing by gilts, 
which slipped away in mid-ses- 
sion in a belated response to the 
September inflation report. 

That showed hea dlin e inflation 
up 0.5 per cent on the month for 
an annual rate of 3.6 per cent and 
core inflation rising 2.7 per cent 


over the 12 months, slightly 
higher than consensus forecasts. 

Dealers said the inflation fig- 
ures would not cause too many 
worries for the monetary policy 
committee which will announce 
its decision on whether to change 
UK interest rates at noon on 
Thursday. 

With gilts looking tired and 
only a handful of corporate news 
items on the agenda, it was Wail 
Street's latest muscle-flexing that 
was the main catalyst for Lon- 
don's early advance. 

The Dow Jones Industrial 
Average followed up Monday's 
storming performance with a 
choppy opening display yester- 
day. 


On Monday, the Dow pushed 
up 61 points, its fourth consecu- 
tive rise, bringing the average to 
within 160 points or its all-time 
high, reached on August 6. 

Early uncertainty on Wall 
Street gave way to a fresh bout of 
optimism regarding US stocks. 
The Dow posted a 44-point gain 
an hour after Loudon closed for 
the day. helped by good corporate 
news. 

The FTSE 100 index ended with 
a 5.6 gain at 5,305.6. well below 
the session high of 5,340.5. That 
figure pierced the previous clos- 
ing high. 5.330.8. but fell well 
short of the all-time intra-day 
record of 5.367.3. 

Tbe second-line stocks held up 


well all day, the FTSE 250 index 
finishing 8.6 ahead at 4J376.0. hav- 
ing hit a day's best of 4^80.4. less 
than four points off its intra-day 
record. 

The FTSE Small Cap's game of 
catch-up continued yesterday, 
with that index, which has 
underperformed the market since 
the middle of last year, creeping 
ever higher and closing up 6.8 at 
2J37I.6, tantalisingly close to its 
previous closing high, 2.374J2, 
and its intra-day peak of 22T752. 
The FTSE All-Share index settled 
32 up at 2.483.45. 

Marketmakers conceded that 
they were increasingly trying to 
avoid taking on big positions in 
the market, ahead of the October 


20 shift to order-driven trading. 
“We're trying desperately to stay 
with flat books." said one dealer. 

The bead of trading at one big 
European securities house con- 
curred with that view. “Some in 
the market are still being caught 
out by erratic moves and the; 
will increasingly try to avoid 
large Tings of stock. In the back- 
ground. the market still feels fine 
r unning up to Big Bang mark 
two." 

Turnover at the 6pm mark 
leapt to 961.4m shares, a figure 
hugely inflated by a single trade 
of 192m, said to have been the 
1L5 per cent stake in Signet, the 
jewellery retailing group, held by 
Credit Suisse First Boston. 
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Bo at performing sectors 

1 Property 

2 Transport — 

3 Household Goods-- 

4 Food Producers ; — 

6 Life Assurance 


Worst performing sectors 

-1 Paper Pckg -0-6 

2 Banks: Retail — ; -0.5 

3 Extractive kids — ; 1 -05 

4 P he n na ceutical8 -0.4 

5 En gine sr fr ig: Vehicles -05 
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US broker 
boost for 
Zeneca 


By Peter John, Alexander 
Stevenson and Martin Brice 

Zeneca managed to avoid the 
overall weakness among 
leaders in the pharmaceuti- 
cals sector as Salomon 
Brothers published a posi- 
tive recommendation on the 
stock. 

The US broker has 
released a hefty review of 
tbe company in which it 
points out that tbe shares 
have been virtually flat all 
year, while its peers Glaxo 
Wellcome and SmithKline 
Beecham have enjoyed 20 
per cent rises. 

Salomon has raised its 
price target for the stock 
from £21 to £23 in anticipa- 
tion of a strong nine-month 
sales statement at the end of 
the month and. more signifi- 
cantly. a positive research 
and development presenta- 
tion later in the year. 

The market also latched 
on to some comments by 
Fritz Gerber, the departing 
chief executive of Roche or 
Switzerland. Mr Gerber had 
spoken about the strong 
cash flow resulting horn the 
recent Slibn acquisition of 
Boehringer Mannheim and 
the possibility of future 
opportunities. Some dealers 
immediately revived old 
speculation or Zeneca as a 
takeover target The shares 
were marked up 36V* to 
£21.19. 


Pearson, the media con- 
glomerate which owns the 
F inan cial Times, rose to a 
new high on a mixture of 
rumour and recommenda- 
tion. 

NatWest Securities reiter- 
ated its “add” recommenda- 
tion on the stock and raised 
its valuation on the shares 
from 830p to 880p. Merrill 
Lynch was also recommend- 
ing the shares, having sent a 
positive note to institutional 
clients late last week. 

Stories circulating around 
the mar ket focused on the 
potential outcome of a brief- 
ing to analysts scheduled for 
yesterday afternoon. 

The briefing was to pro- 
vide more detail on Pear- 
son's recent acquisition of 
All American, the Los 
Angeles-based television pro- 
duction company that speci- 
alises in game shows. There 
were hopes that the com- 
pany might give hints about 
disposals, because of its per- 
ceived need to reduce gear- 
ing. 

Press speculation 

There has been revived 
press speculation that Pear- 
son might signal its inten- 
tion to dispose of its 50 per 
cent stake in Lazard Part- 
ners. the private partnership 
with interests in the three 
Lazard houses. There are 
also hopes that the company- 
might soon sell Its residual 
stake in BSkyB. as indicated 
by Marjorie Scardino. the 
chief executive. 

Some dealers pointed out 
that the company had set- 
tled its problems at the US 
arm of Penguin books and 
the final undisclosed hit 


might have been substan- 
tially lower than the £100m 
charge originally taken 
against profits. The shares 
ended up 25!'= at 824p. 

Courtaulds Textiles fell 9% 
to 359p following fails in the 
share price of M&S. one of 
its biggest customers. 

Then? were also rumours 
that the textile group might 
be on the acquisition trail. 
Some sector specialists 
suggested it might have 
Claremont Garments - 
another M&S supplier - in 
its sights. However. Clare- 
mont shares were unrespon- 
sive. holding steady at 95p. 

Marks & Spencer shed 16 1 .* 
to 647‘ ip to make it the big- 
gest faller in tbe FTSE 100 
after UBS reiterated its pref- 
erence for GUS. up 14 to 
718*. ip and Next, up ll 1 /* to 
738/*p. The broker remains a 
“holder" of all three stocks. 

Strong interim results 
from JJB Sports powered tbe 


shares up 5 to 504p although 
a note of pessimism was 
injected by some analysts 
who pointed out that the sec- 
ond half produced a slow- 
down in like-for-Uke sales. 

Hopes that P&O would 
gain approval from the EU 
for its cross-Channel merger 
with Steaa Line yesterday 
led to the shares gaining 17V". 
to 697 Vip, the third-blggest 
rise in the Footsie. There 
was talk that negotiations 
between P&O and the EU 
were coming to a dose but 
no announcement was made 
before the end of the trading 
day. The stock was also 
helped by positive sentiment 
for property issues, since the 
company plans to float its 
Boris Homes unit 

The property sector swam 
against the tide and put in a 
strong performance yester- 
day. helped by the expecta- 
tion that the monetary pol- 
icy committee would not 


FT 30 INDEX 

Pel/ Oct 6 Oa 3 Oct 2 Oal Vr ago -High low 

FT 30 3402.0 3387 9 3407.3 3378.6 3395.1 2B48.4 3407.3 2668.8 

Old. civ. yield 3.31 3.32 3331 3334 3.33 3J7 42 331 

P/E ratio net 2220 22.18 22.18 22.00 22.11 17.38 2220 15 SO 

P/E ratio nd 2190 21.87 21.88 21.70 21.81 17.23 21.90 15.71 

FT 30 snee conpbuon: tup 3417 3 <0/1097: ton *14 2MR *0. Bo» Date: 1/7/3$. 

FT 30 hourly changes 

Open 9.00 10.00 11-00 12430 1100 1490 1590 1390 Mgh Low 
3406.4 34142 3424.5 3425.4 34202 3417.6 3411.3 33962 33968 34292 3389.7 
Oct 7 Oct 6 Oct 3 Oct 2 Oct 1 Vr ago 

SEA43 bargains 48.716 52206 56.1 OB 61.317 62,769 43.580 

Equity turnover (Emrt - 3213.5 32412 3601.3 3267.6 17472 

Eqiity bargains! - 51.045 55286 61.781 63.879 41236 

Shares traded irritt - 867 5 9322 966.8 880.5 606.7 

tFrinIng Mn>-martt4t and omn fwnovar bur hcbdng Crest kmw. 

•9 FTSE Imnabid Unwed 1997. AH it/a reserved. Tor 1997. 


E London market data 

Rises and teas’ 52 Week highs and lows I LJFFE Equity options 

Tcrvd R&rc 830 Total hfigte 252 j Total contracts 54,422 

Total Falte 730 Total Lows 66 • CaBs 26.749 

Same 1.489 I Puts 27273 

Oct 7 -Data based on Equity shares hsted on the London Share Service. 


FINANCIAL TIMES 
Conferences 


RE-INVENTING THE UTILITY 

A DEFINITIVE DEBATE ON THE RAPIDLY CONVERGING UTILITY 
MARKETPLACE AND THE IMPLICATIONS FOR THE ENERGY UTILITY 
COMPANY OF THE FUTURE 


17 & 18 November 1997, London 

In association with International Gas Report and Power in Europe 


The liberalisation of traditional utility markets is paring the 
way for radical change in die energy sector. Advanced 
information technology, third party access and tbe prospect of 
deep liquid markets in electricity and natural gas combine to 
™ir» possible very different utility nnrf energy organisations. 
Tbe new era of convergence will usher in nan -traditional 


products - with ndUMBei r epresenting only the fiat evidence 
of how extmsivE these changes can be. 

FT Conferences will bring to bear the edrtnriaJ resources of tbe 
F inancial Times to offer an nwpnmTMnri opp ortu nity to debate 
key strategies far a successful utility and eneigy supplier in the 
21st centnry. 


Distinguished speakers include 


Mr John S Dcnocy 

Executive Chairman 
Eastern Croup 

Mr Ian RaUnson 

Chief Executive 
ScosstshPower 

Mr Gerard Sossmann 

Corporate Vice President 
Suez Lyomaise ties Eaux 

Mr BfcfaardT O'Brien 

Senior Vice President and 
Chief Financial Officer 
PocffiCorp 

Mr James T Hacked 

Group President. Energy Services 
Drdte Energy Corp orati on 

Mr Scon Foster 

Director, Global Power 

Cambridge Energy Research Associates 


Mr Boy Gardner 

Chief Executive 
Centrica pic 

Mr Brian E Bo m s t l 

Bead of Corporate Affairs 
Bytier pic 

Mn EBzabetb France 

The Data Protection Registrar 

Mr Pater JGbbotro 
Chief Executive 
Union Energy Ltd 

MrTtoBVeO 

Strategic Nanning Director 
Saga Gnmp Ltd 

Mr FMBppeG Gaytan 
Genera/ Manager of Operations 
Argos Business Solutions 


Mr n>Sp Lambert 
Bead of Oil and Gas 
Dresdner Debanrt Benson 

Mr Bkfaard Cohhrall 
Head of Government and 
Overseas Relations 
The Haxlenal Grid C ompa ny pie 

Mr Graham N C Ward 
Partner 

Deputy Chairman, World Energy Group 
Price Wat er h ou se 

Mr Btono D*OngMa 

Cin e ocr . International and EU Re la t i o ns 
EHELSpA 

Mr Ntell Trtmtdr 
Director 

The Energy Corona Company Ltd 


BJMNVCN1ING THE UTILITY CONFERENCE 
17 ft 18 Noraobcr 1997, Leaden 
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increase interest rates this 
week. Land Securities rose 
20 Vi to £10.55, and British 
Land gained 14K to 703Vip, 
both appearing near the top 
of the list of Footsie risers. 

British Telecommunica- 
tions was again the most 
heavily traded stock. The 
shares dipped 7 to 451’Ap on 
volume of 33m amid fears 
that it could still try to push 
on with its merger with MCL 
despite the counter-bid from 
WorldCom of the US. There 
was also heavy trading in 
the options market where 
the equivalent of 13m shares 
were traded. 

Blue Circle, which has 
underperformed the FTSE 
All-Share index by 25 per 
cent in the past year, 
bounced 6 to 376p in volume 
of 5m t one of the stock's 
dozen busiest days of the 
past year. One European 
house Is said to have told 
clients that the shares have 
fallen to an attractive level, 
and should be bought at this 
price. 

Rolls-Royce surrendered 
4tt to 238p, adding to Its 
underperform ance during 
the past year. Over that 
period, it has lagged the 
Footsie by about 30 per cent, 
partly on bearish fears t hat 
it may be losing money on 
its aerospace activities. 

However, Martin Smith at 
Flemings has published a 
note that focused on aero- 
space mar gins and told cli- 
ents; “The bearish assump- 
tion of zero margins on new 
civil deliveries is not justi- 
fied." 

A note from NatWest Mar- 
kets focused attention on the 
engineering sector. John 
Pearson at tbe broker told 
clients; “Decisions on strat- 
egy and capital allocation 
are the principal drivers of 
value.” 

He prefers companies able 
to grow in core businesses, 
such as TI Group, which 
rose 1% to 672p, or those that 
can release value via a 
restructuring, such as BAe. 


which advanced 40% to 
£17.92, also helped by hopes 
of European defence indus- 
try consolidation. 

Barclays recovered 12% to 
£l&92Vi with some market- 
makers suggesting, once 
again, that it was poised to 
sell same of its BZW invest- 
ment arm to Co mmerzbank 
of Germany. 

Shell Transport lifted 3 to 
483p, as Merrill Lynch reiter- 
ated its support for the 
stock. 

B uilding materials group 
Caradon paid 200p each for 
3m shares, as part of a share 
buy-back. The shares firmed 
to 199V&. 

A Japanese deal helped 
Victrex. the speciality chem- 
icals company, lift 13*/* to 
240p. 
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60% 58% 
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idft 38% 
ft BA 
94% 32% 
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za ift 
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17 48 11 


Sfi ft 
21% 28% ■% 
11% 2ft ■% 
«% II ^ 
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» 38% -% 

6% 5A +A 
18% 19% *h 
5% ft -H 
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Mpfi 1230 4(1 
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f«d- 4580 16% 
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a% 30 -2 
i% 1A - 
m% n% +% 
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12(3 12% Ift 
■35% »% 34% +% 
18 15% 15% 

053% 51% 91 +1% 

0% 6% 6% ft 
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24% 23% «% ft 
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B16% 16% 16% ft 
■34% 32% 33% ft 
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a &% 32% ft 
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4% 4% 4% 
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25% a 25% ft 
a 27% 27% ft 
■0 7» Mi +1% 
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15% 15% 15% -ft 
14% 14 14% 

51% €7% 49% -lA 
52% 32% S2A ft 
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*48 45% 45% % 

7% 7% 7% ft 
34A 33% 33% ft 
36% 37% 38% ft 
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«% 35% 
3*% 23% 
22 % 0 % 
61% 60% 
3ft 34% 
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1128% 2ft 
15% 15 
■30% 20% 
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82% 9 

■25% 2ft 
01% 80% 
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8% ft 
IS 122% 
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23% ft 
3ft fi 
23% -A 
21 % 

01% ft 
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»% 
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Sft 
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23% ft 
80% ft 

42% ft 

ft +A 
123% +1% 
11 % 
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a ft 


Stack Db. E 100a Ogb Lm One Oog 

AH tt<p MB 19 1ft tfH 10% 

Mmgl 3 21 8% 6% 0% ft 

Mitac 10 a % % % 

ObM M WA ISA 1ft ft 

flata 4X4 7 S 4ft 4ft 46% ft 

Mtatf 1SSB a2ft XA a% *% 

W+M 80 5% 5% ft -A 

ASHfae 2«J a ffl 23% 23% s% 

Monk V 142 (2% 12% 1ft -A 
Mk»A 091 9% 9(1 ffl A 
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mmii a 1% 1% 1% 

SfcHCaan 19 U *% 4% 4% ft 

Batata ax X 13 4ft C% 48% ft 

BtaTAf 62 BS% 6% 5A +.1 

Bn&tt on to ms? ift u% UA ft 

Band 54 ft 4% 4% 

BHaktta 040 61 43% 43% 43% +% 

BoJMA IE 48 29% S% 2Bjj *fl 
BOOT 300 15 ta kffl ffl ft -A 

flam OX 9 469 36% 35% Zjj ft 


to E 100a Mb Lee Oh 

3X 13 54 tfirfe 67% c% 

B?4 «JK ^a 43*2 
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277 41% 48% 41% ft 
070 26 *12 SU 2^ 33,1 ft 
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12 IBS ft % % 


8 09 17% 
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1.58 II 328 50% 
IX a 945 Sft 
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131 SA 
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a 2587 55% 
13 3458 24% 
148 14 

96 70S UI1% 


«% 17% ft 
a zi% +i% 
20% 21% ♦% 
60% S0% +% 
49% *8% -1% 
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44% 45A ft 
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3A V. 
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24% 25% +% 
53 54Q +1(1 
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250 47A 48% 47 ft 
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178 24% 23% 24A -% 

in BH 9% o% -A 

S A » ii s 

23 9% ft 9% -A 

292 19% 19% 19% 

17 19% 19 19 -% 

n 37% 37% 27% ■% 

IS 11% 11% 11% -% 
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032 16 6620 Z7A 26% 26% H 

OIO Z W 3fi5( b 1 zij -A 
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HI 8 ffl 7H 
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757 ft 5% 5A -A 
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UwfaQi 43 ra K z z 
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■fl 
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Wri 
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9 2B9 0% 12% tft ft 
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12 161 15% a BA ft 
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4 206 ft ft ft ft 
« 9 14% Ift 14% ft 
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UkPnM 9 tfl 2% 2% 2% 

UtfGod* a 3 »A JA ?£ -A 
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WORLD STOCK MARKETS 


FINANCIAL TIMES 


Wednesday October 8 


Gloomy report puts Tokyo further in shade 


WORLD OVERVIEW 


Japan 


Talk or a world bull market 
often skates over the terrible 
performance of the Tokyo 
bourse, still languish trig a t 
less than half its end-1989 
levels, writes PhOjp Coggan. 

Indeed, with the IFC Asia 
index down 34 per in 
the third quarter, perhaps 
one should now talk of an 
occidental bull market 

The Nikkei 225 average 
took another hit yesterday 
after further gloom about 
the state of the Japanese 
economy. Japan's Economic 
Planning Agency said the 
pace of recovery was grad ual 
and business sentiment was 
cautious. Such views helped 


KFyear benchmark bond yield, % 
a _ 
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take the yield on the 10-year 
government bond to a record 
low of 1.71 per cent 
Peter Chambers, chief 
Investment strategist at 
HSBC James Capel, says 
that “what has happened in 


the last two months has 
been a spate of earnings 
downgrades in the face of 
the bad second-quarter GDP 
figures and the inriinatirwf 
from the tankan survey of a 
weak third quarter. That 


may continue for another 
month, keeping the market 
under pressure. Optimism 
will come through towards 
the end of this year or the 
start of next when the gov- 
ernment takes action to 
stimulate the economy." 

Dresdner Klein wort Ben- 
son is very overweight in 
Japan arguing that equities 
in Tokyo “have limited 
downside. Financial markets 
have already reflected the 
reality of deflation. Hence 
the real yield on bonds has 
collapsed as equities have 
been de-rated relative to 
bonds. The earnings yield on 
the equity market has thus 
risen decisively above bond 
yields for the first time." 


The Tokyo market has 
been a repeated disappoint- 
ment to those investors who 
have sought to call the bot- 
tom. In the past few years, it 
has paid to stick with the 
winners such as Wall Street. 

Robert Fleming’s latest 
emerging market fbcns says 
investors should resist the 
trend to bottom fish in 
south-east Asia. “The Asean 
four' now find themselves in 
a downward spiral, with the 
finanrial markets negatively 
affecting the economy and 
vice versa, in the absence of 
the political leadership nec- 
essary to restore stability.” 

As if to echo the group's 
words, the Manila market 
took another battering yes- 


terday on currency worries. 

European markets largely 
edged lower as the dollar 
weakened against the 
D-Mark, in spite of another 
increase in German unem- 
ployment and the Bundes- 
bank's decision to leave 
interest rates unchanged. 

The iwian market closed 
only sli ghtly lower as prime 
minis ter Prodi battled to get 
his budget through parlia- 
ment. Failure to pass the 
budget, or a government 
defeat which forced an elec- 
tion. would can into ques- 
tion Italy’s ability to join the 
first wave of European eco- 
nomic and monetary union. 


EMERGING M ARKET FOCUS 

Russian bulls 
thunder ahead 


London market. Page 30 


Dow rises as 
buyers seek 
blue chips 


Budget wrangle grips Milan 


AMERICAS 


Wall Street bad another 
bullish early run with tech- 
nology and blue-chip stocks 
trading higher to lift the 
Dow Jones Industrial Aver- 
age strongly above the 8,100 
level, writes John Labate in 
.Veir York. 

“The markets are pretty 
strong today and it is wide- 
spread." said Warren 
Epstein, director of trading 
at Richard Rosenblatt & Co. 

Aiding sentiment was fur- 
ther gains for bonds which 
helped push up financial 
stocks. The long bond yield 
fell below 6.25 per cent 

Technology stocks were 
the morning's strongest sec- 
tor with the Nasdaq compos- 
ite index up 14.02 or 0.81 per 
cent at 1.735.93. Semiconduc- 
tor shares led the way with 
the Philadelphia semicon- 
ductor index of 16 stocks 
□early two per cent higher 
at 380.31. 

Intel rose Sl% at SSoVi 
while Motorola, which late 
on Monday reported high 
earnings but warned on rev- 
enue growth, was up SI at 
S731». Shares in Texas 
Instruments and Micron 
Technology were also 
sharply higher. Networking 
firm Cisco Systems gained 
S2& to S81% after a “buy" 
rating by UBS. 

By early afternoon 
blue-chip stocks were catch- 
ing up with Nasdaq gains. 
At 1pm, the Dow had gained 
50.34 or 0.62 per cent to 
8.150.56. The broader Stan- 
dard & Poor's 500 index was 
also higher, gaining 7.18 at 
979-87. Among the biggest 
improvers in the Dow were 
IBM. up S2‘* at $106^. and 
AT&T. Si » higher at $4oV». 


Helping to set a bullish 
tone were comments by 
Goldman Sachs analyst 
Abby Joseph Cohen. “The 
fears that drove stock prices 
to the lower end of the 
choppy trading range in 
August have now abated," 
she stated in her report 

“We believe that low infla- 
tion expectations, not just 
low inflation, have been an 
important driver for the 
long-lasting economic expan- 
sion." she writes. 

Shares in PepsiCo surged 
more than 5 per cent to S3 9 
on the first day of trading of 
its restaurant spin-off Tricon 
Global Restaurants. Tri con’s 
shares traded at $31%. 

Transport stocks, one of 
the best performing sectors 
in recent weeks, were mixed. 
Federal Express fell SI 1 * to 
$73 12 while Delta Airlines 
gained SIT* to $98%. 

TORONTO continued to 
probe new high ground. 
Banks were mixed but there 
were solid gains among oils 
and Northern Telecom was 
more than 2 per cent higher. 
The 300 composite index was 
up 41.12 at 7,209.50 at noon. 

Canadian Occidental rose 
25 cents to C$40.75 and Gulf 
Canada put on 30 cents to 
CS13.05. Northern Telecom 
advanced C$3.00 to C$151.75 
on the NetSpeed link-up. 
News erf a Boeing contract 
sent Magellan Aerospace 
CS1.40 higher to C$10.40. 

Banks showed signs of 
stress after their recent 
strong run. “It looks as some 
profits are being taken,” said 
one broker. Bank of Mon- 
treal lost 35 cents to C$60.80 
and Canadian Imperial c?me 
off 30 cents to C$41.00. 
Toronto-Dominion Bank 
added 35 cents to C$51.60. 


Italy’s budget crisis 
dominated trading in MILAN 
as Investors fretted that a 
dispute between Romano 
Prodi, prime minister, and 
his neo-Communist allies 
over next year's fiscal pro- 
posals could cause the 18- 
month-old coalition to fail. 

The market spent most of 
the day in negative territory, 
dropping 350 at one stage, 
before a late rally which left 
the Mibtel real-time index 
down 27 at 15,431 . 

“Investors have finally 
woken up to the fact that the 
government’s resignation 
could jeopardise Italy’s plans 
to be in the first wave of 
countries joining European 
monetary union," said Fran- 
sesco Giordano, an econo- 
mist at Credit Suisse First 
Boston. 

He warned that political 
instability could lead Italy’s 
EU partners to rule out 
entry on the grounds the 
country would be unlikely to 
sustain the economic couver- 
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Sao Paulo turns lower 


Latin American centres 
swung lower across the 
board with Sio Paulo lead- 
ing the way down in a morn- 
ing session that appeared to 
take no heart from Wall 
Street’s strong start. 

By midsession. SAO 
PAULO had lost ground and 
showing signs of wanting to 
bring a seven-day winning 
streak to an end. “There has 
been no real weight of sell- 
ing in equities but we are 
seeing pockets of profit- 
taking," said one broker. 
Telebras came off 0.57 per 
cent to R$156. The Bovespa 


index was down 128 or 1 per 
ce nt at 12^60 at midsession. 

MEXICO CITY also dipped 
as local money market rates 
hardened. Telmex lost 15 
centavos at 20.45 pesos, but 
there was upside action in 
Tamsa, the steel tube maker. 
Its ADRs rose in New York 
while locally the shares 
gained 10 pesos to 223 pesos. 
At midway, the IPC index 
was 29.84 down at 5286.12. 

SANTIAGO eased in what 
dealers called “apathetic 
turnover”. The IPSA index 
was off 0.48 at 125.17 at mid- 
session. 


gence criteria in the long 
term. Milan’s year-long rally, 
has been built on hopes of 
early entry to Emu. 

After the market closed, 
neo-Communists made it 
clear that they would not be 
voting for the budget propos- 
als without unspecified 
changes, opening the way 
for further market instabil- 
ity today. 

PARIS continued to slip in 
dull volume. Oil leaders 
tracked the weaker spot oil 
price, and defence and elec- 
tronics group Lagardere ran 
into profit-taking after Mon- 
day's 3.6 per cent rally. The 
CAC 40 index came off 13.56 
at 3,064.42. 

Total fell FFrl3-00 to 
FFr679 and Elf Aquitaine 
FFr10.00 to FFr790. Lagar- 
dere lost FFr4.60 at FFr189.4. 
Air Liquide shed FFr10.00 to 
FFr1,006, not helped by a 
downgrade by Deutsche Mor- 
gan Grenfell from “neutral" 
to “underweight" following a 
company visit 

Worms remained suspen- 


ded after Monday's counter- 
bid from Ifil of Italy and 
AGF, but the latter was back 
in action, adding FFrl.50 to 
FFr239.9 on positive broker 
analysis of the proposed 
deal. 

Motor stocks contained a 
number of bright spots. 
Valeo added FFr5.50 at 
FFr407.5 following a near 16 
per cent rise in nine-month 
sales and an upbeat outlook 
for 1997 earnings. Peugeot 
gained F Fr 15.0 0 to FFr806. 

FRANKFURT finished a 
dull day weaker. The Ibis-in- 
dicated Dax index, which feD 
below 4.300 during the ses- 
sion. finished at 4,311.13, 
down 1522, after early gains 
on Wall Street provided 
some support. 

Among stocks on the 
move, SAP rose sharply after 
announcing that sales were 
above expectations in the 
third quarter. Costs were 
also higher than expected, 
but grew slightly slower 
than sales. The preferred 
stock rocketed to an all-time 
high of DM516.50 shortly 
after electronic dealing 
opened, but settled back to 
trade DM2£5 higher on the 
day at DM506. 

preussag added DM3J30 to 
DM51L80 after the the steel 
group said its year-to-Sep- 
tember steel sales rose 3.5 
per cent 

Vereinsbank slipped 
DM3.45 to DM109.95 after it 
priced the shares in its 
l-for-14 rights issue at DM85. 
Hypo Bank, which will 
merge with Vereinsbank 
next year, gave up DM125 to 
DM64.63. 

BASF picked up 50 pfg at 
DM66.45 after it said its agro- 
chemicals division posted 
nine-months sales of 
DM2.7bn. up 40 per cent. 
Bayer added DM1.35 to 
DM74.05 but Hoechst slipped 
27 pfg to DM79.85. 

Continental fell 35 pfg to 
DM47.95, pulled off a high of 
DM49 by profit-taking after 
Lehman Brothers increased 
its 1997 year-end price target 
to DM54 from DM50. 

ZURICH lost ground as the 


weaker dollar triggered prof- 
it-taking in most sectors, and 
the SMI index closed 50.5 
lower at 5.&W5- 

Against the trend. Nestle 
picked up SFr8 to SFr2jl4 
an the view that the com- 
pany would benefit from 
restructuring measures 
while maintaining high oper- 
ating mar gins in 1998. 

ABB fell SFr36 at SFr2,193 
in spite of Monday’s 
announcement of a $?00m 
power plant order from the 
UK. 

Pharmaceuticals fell in the 
wake of the dollar’s weak- 
ness. with Roche certificates 
losing SFrl90 to SFrl3.150 
and Novartis SFr37 to 


AMSTERDAM turned 
lower with a weaker dollar 
p ulling down a number of 
heavyweight internationals. 
Philips fell nearly 3 pear emit 
and the AEX ended off 11-20 
at 950.61. 

Philips lost FI 4.90 to 
FI 16&9. with the dollar and 
a dull run in New York for 
n* shares said to be the main 
cause. Among financials, 
ABN fell 70 cents to F143£ 
in 6J8m shares traded. 

Bright spots took in a gain 
Of FI 5.20 to FI 370.2 at Akzo 
Nobel, buoyed by recent dis- 
posal news. Computer group 
Getronics rose FI 7.60 or 12 
per cent to FI 70.80 as hopes 
rose for the takeover of 
state-owned Roccade. 


Written and edited by Michael 
Morgan, Jeffrey Brown, Jona- 
than Ford and Peter Hafi. 


SOUTH AFRICA 


SFY2.277. Ciba SC was up 


SFrl.25 at SFT148.50 ahead of 
the release of nine-month 
results next week. 


Johannesburg made further 
upward progress with the 
all-share index closing 24.7 
higher at 7.262.1, mostly on 
the back of a strung run for 
industrials. The Industrial 
index advanced 46.1 to 
8£56.3. 

It was a good day for 
Paradigm, the communica- 
tions group, to make its 
debut The shares climbed to 
R3.85, against a flotation 
price of S2.50. Golds 
dropped 33.5 to 1.025-3. 


Several bull markets have 
thundered around the 
world this year but none 
ha« matched Russia- For 
tiie second year running. 
Rngsia is likely to e merge 
as the world’s best perform- 
ing stock market It has 
surged 185 per cent this 
year to add to the 140 per 
cont gain recorded In 1996. 

Moscow’s excitable stock- . 
brokers are still plugging a 
strong story. A rejuvenated 
Boris Yeltsin is striving to. 
create “capitalism with a 
h uman face" and is backing 
Anatoly Chubais and Boris 
Nemtsov, his young reform- 
ist ministers, to civilise 
Russia's wild markets. 

The country's recent 
inclusion in tire Paris Club 
of sovereign creditor 
nations and its debt 
rescheduling agreement, 
signed on Monday with the 
London Club of commercial 
creditors, have boosted 
Russia's international 
respectability. Its inclusion 
next month in the bench- 
mark emerging market 
inves table indices of the 
International Finance Cor- 
I poration and Morgan Stan- 
ley Capital International 
will also enhance its stand- 
ing. 

Moreover. after almost a 
decade of contraction, the 
Russian economy is finally 
turning. Once-stratospheric 
interest rates have tumbled 
to 18 per cent and inflation 
is likely to foil to less than ' 
10 per cent next year. 
Industrial production grew 
3 per cent in August oh a 
year-on-year basis. 

In contrast with many 
markets in south-east Asia. 
Russia stands at the start, 
of an economic upswing 
while its stock market 
remains lowly valued by 
international yardsticks- 
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year that it risks fiy&gbcft 
of control. “Last year^Hus- 
sia was five cm a.iOipe&t 
scale and everyone thoiighl 
it was at two. Thfe-y^cv 
the reality has moyed to wSt 
but everyone thinks Itfs 
gone to eight," says xrae 
Moscow banker. .. 

The Russiab economy f is 
still dogged by a mascot 
inter-enterprise debt; * 
.fragile federal.:' budget^.# 
punitive tax regime* a 
legal envmmrnent^aBd.ffii. 
obstructive and ‘ Veri^i 
bureaucracy, v-v 
“The reforms inky ;': Mb. 
slower to take effect ffect' 
people are anticipatk%.: 
There is no magic butfet-Ji 
will be a two-year, slog* ’Axgi 
if we do not see resuttsto) 
one to one-and-ahaff yeaof 
people may start ip pai^7; 
says Dirk Damran, head^of - 
research at MFK Renais- 
sance, a Moscow-based 
investment hank:.; jy.y 
Four feriheoming prtvafe 
sations will soak foreign 
and domestic money but of 
the secondary market over, 
the next flew months: .And 
some analysts : fear; . any 
sharp correction on YV all 
Street, ‘knocking Russian 

shares, could 1 lead to - a_ 


, 




In spite of its startling' credit fcrimch' amongthe 
growth, the stock market’s domestic banks^ and Indus 1 . 


total value is equivalent to 
just 20 per cent of gross 
domestic product, com- 
pared with a ratio of mare 
than ioo per cent in many 
more advanced countries. 

But some analysts fear 
investor sentiment has 
swung so for over the past 


trial groups, which have, 
underpinned this jear’a 
iaBy.' ' j" 

.• . Investors in Russia' -may 
have overcome their ver-' 
iigo but it remains a -high- 
wire act . 
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Sales 193^0 

Operating income - . 1,984 V.'-.- 

Net income, Group share • 755 - 

Met income per share (TRE) 8.4 J 

working capital provided by operations 2,358 
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Economic worries push Nikkei lower 
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ASIA PACIFIC 
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Tokyo fell 1.S per cent in 
volatile trading as economic 
worries sparked heavy sell- 
ing, writes Gwen Robinson. 
The Nikkei 225 average 
ended 313.59 lower at 
17,511.19 after moving 
between 17,478.72 and 
17,889.71. 

There was clear selling 
pressure from the futures 
market and concern that 
today's listing of Central 
Japan Railway, or JR Tokai. 
would place further strain 
on the market. 

The latest Economic Plan- 
ning Agency report cast 
added doubt on prospects for 
Japan’s economy. 

Volume climbed to an esti- 
mated 370m shares from 
349m. Declines led advances 
696 to 433. with 128 
unchanged. The Topix index 
of ail first-section stocks 
slipped 16.24 to 1.374J32 and 
the capital-weighted Nikkei 
300 was down 3.54 at 272.77. 

In London, the ISE/Nikkei 
advanced L20 to 1.617.72. 

High technology and elec- 
trical issues retreated. Sony 
fell Y200 to Yll.800. TDK 
Y300 to Y11.300 and Advant- 
est Y30Q to Y 13.200. Ibiden 
ended Y120 lower at Y2.580 


NMeal 225 Average 
. 21,000 



after hitting an intra-day 
high at YZ5S0. Sharp fell Y40 
to Y1.070 and NEC Y20 to 
Yl.490. In contrast. Tokyo 
Electron rose Y100 to YS.130 
after reaching a record Intra- 
day high of YB.270- 

Carmakers felL Nissan slid 
Y19 to Y710, Toyota Y60 to 
Y3.640 and Honda Y100 to 
Y4.330. Rail stocks fared 
badly ahead of the JR Tokai 
listing. East Japan Railway 
fell Y17.000 to Y55I.OOO and 
West Japan Railway Y5.000 
to Y396.000. 

NTT lost Y20.000 to YlJI9m 
and Japan Tobacco Y14.000 
to Y971.000- In Osaka, the 
OSE average fell 165.65 to 


18,012.61 in volume of 15m 
shares. 

MANILA lurched lower for 
the second day running as 
money market rates contin- 
ued to soar in the face of a 
weakening peso. The com- 
posite index ended off 40.61 
at 1.920.63 for a two-day 
decline of 5.5 per cent. 

Investors ran for cover as 
the peso fell steeply bn the 
foreign exchanges and over- 
night rates jumped to 160 per 
cent. Metropolitan Bank 
ended down 3.00 pesos to 239 
pesos after touching a low 
for the session of 217. 

TAIPEI was also dragged 
lower by mounting currency 
concerns. The composite 
index came off 17L24 or 2 per 
cent to 8J22L35 in weak vol- 
ume. Within an electronics 
sector down 3 per cent. 
United Microelectronics ral- 
lied T$1.5 to TS82.5- 

SEOUL tumbled 2.2 per 
cent, stung by news that 
Woo Song Foods had filed 
for special court protection 
late on Monday after missing 
payments on Wonl7.3bn 
worth of promissory notes. 

Analysts said that the fall 
deepened In the afternoon, 
after pressure by foreign 
selling of blue chips over 
fears of a crash in financial 


markets and the evaporation 
of hopes that the govern- 
ment would soon announce 
long-awaited steps to rein- 
vigorate the equity market. 

The composite index 
closed down 14.18 at 630.03. 
The exchange authorities 
said trading in shares of 
Woo Sung, which were 
suspended, would resume 
tomorrow under supervision. 

Most Woo Sung affiliate 
companies, which continued 
to be traded, slumped to 
their lower daily limits - as 
did the shares of other com- 
panies rumoured to be fee- 1 
ing similar cashflow 
problems. | 

KUALA LUMPUR staged a I 
strong afternoon rally, 
helped by another good day 
for the ringgit and an upbeat 
speech from Anwar Ibrahim, 
finance minister, on eco- 
nomic prospects. 

Gains were spread across 
the board with brokers 
detecting renewed signs of 
foreign buying. The compos- 
ite index rose 9.3 to 803.45. 

Helped by remarks from 
Mr Ibrahim about a rally in 
the currency, the financial 
sector led the advance, with 
RHB Capital up 24 cents to 
MS3.S2 and Raschid Hussain 
10 cents to M$7.45. 
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Interim sales rose by 21.7% during the 
period, to fRF 193 billion. At constant 
exchange rates, growth was 17.1%. 

OPERATING INCOME +62% 

Operating income on ordinary activities 
increased by +62% in the first six months 
ended June 30, to FRF 1384 million from 
FRF 1,228 million in 1996. 

Growth was led by the following: 

- in Western Europe, despite persistently 
weak markets In France and Germany, 
income from ament and concrete opera- 
tions improved, while the gypsum busi- 
nes enjoyed strong growth, 

• in North America, volumes and prices 
are trending upwards and contribution is 
corning from the new gypsum wall board 
unit in the United Slates, 

•there was a sharp rise in income from 
operations in newly industrialized coun- 
tries and Eastern Europe, which now 
account for nearly 30% of Group oper- 
ating income on ordinary activities, 

•the continuation of cost cutting in ail 
our activities. 


For further Information, 
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NET INCOME, 

GROUP SHARE +39% 

Net income. Group share rose by 39% to 
FRF 755 million, due to the combination 
of higher operating income on ordinary 
activities, a net extraordinary expense 
item, higher minority interest, and an 
increased tax liability following the 
growth in income. The temporary 
increase in the French corporate tax rate 
did not have a meaningful impact on the 


consolidated tax liability: Net income per 7 
share came to FRF 84 (+39%). Working 
capital provided by operations rose by ; 
34% to FRF 2358 million. - " 

As of June 30, 1997, stockholders' equity 
came to FRF 32.1 billion, compared with 
FRF 29.6 billion at the end of last year: 
Net debt was FRF 113 billion (against} ’ 
FRF 93 million at December 31, 1996^ 

A BRIGHT OUTLOOK FOR THE • 
SECOND HALF 

Commenting on the interim ' result 7 
Lafarge Chairman Bertrand COLLOMB, - . 
noted that "these interim resufts are m,- : ; 
line wth our forecasts: TheyilkJsbate : - 

benefits of our international develop- 
merit the effects of our cost reduction - ‘ 
commitment and the positive trends in. ’ 
tte majority of our markets*. . 

"Of course", he added, "these %jrer • 
compare with a retetively weak firk-..: 
half 1996. But the ootioofc sigpod fix: 
tf^sea^haH^snre North Ani&ica, the -\- 
newly industrialized countries are ex- .-i" 
pectedto report growth, while derharidcs 
on the French maricets seems lo be [s&’b 
fwfefog". V ' 

"For the full yeaTf Oonduded taforgek / :■ 
Chairman, “Me expect to report, signifi: t 
cant growth fa earnings *, ' J : 
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The ancient capital and its surrounds are 
responsible for karaoke, instant noodles and 
much more, reports Michiyo Nakamoto 
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of innovation 
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L ast month a massive 
building of concrete 
and glass became the 
new gateway to Kyoto; the 
ancient capital of Japan. The 
Kyoto station building, con- 
structed gmirf some contro- 
versy, is a grey, concrete 
monolith that 'stands in 
stark contrast to the pictur- 
esque temples and shrines 
that have made Kyoto 
famous throughout the 
world. 

The combination of old 
and new, exemplified by 
Kyoto's choice of design for 
its new terminal, may be jar- 
ring to those of a more con- 
servative bent than the 
judges who chose the win- 
ning design. But it is very 
much a feature of modern- 
day Kyoto and the Kansai 
region to which it belongs. 

Kansai, perhaps more than 
any other region in Japan, is 
a land of contrasts. The 
birthplace of the world’s old- 
est novel, the Tale of Genii, 
traditional Japanese Noh 
theatre and the Japanese 
kana alphabet, Kansai is 
also home to weird and won- 
derful modern innovations, 
from karaoke to instant noo- 
dles and mosquito coils. 

While its legacy as the cul- 
tural home of the nation has 
put the region firmly on the 
international map, it is the 
innovative, enterprising 
spirit of the people that is 
being called upon to ensure 
a vibrant future for the nine 
prefectures and three ordi- 
nance designated cities that 
count themselves as a part 
of Kansai. 

In spite of being a leading 
industrial . - ce ntr e-' that gave - 


birth to global nam^c such 
as Matsushita. Nintendo and 
the Sumitomo group, Kansai 
has struggled in recent years 
to keep Its economic devel- 
opment from slipping below 
the national average. 

Natural disasters, such as 
the Hanshin-Awaji earth- 
quake that devastated much 
of Kobe in 1995 and the out- 
break of B.coli bacteria 
which depressed consump- 
tion and public sentiment 
last year, have played their 
part 

Yet there is no doubt that 
historical circumstances 
have left Kansai more depen- 
dent than it -would like to be 
on industries that are either 
declining in economic impor- 
tance or increasingly shift- 
ing their attention outside 
the country. 

As much as 34.7 per cent 
of shipments from the Kan- 
sai region comprised basic 
materials in 1995, while 36.6 
per cent involved processing 
and aasumhiing- parti cular ly 
of electrical and general 
machinery, according to gov- 
ernment statistics. 

Kansai was the source of 
26J5 per cent of textiles, 23.7 
per cent of iron and steel 
and 23.4 per cent of metal 
products shipped in Japan in 
that year. 

These industries have 
faced increasingly fierce 
competition from neighbour- 
ing countries in Asia, which 
has forced many Kansal- 
based companies to shift a 
good proportion of their 
manufacturing activities to 
lower-cost sites overseas. 
The number of factories set 
up in the region hag 


been on a downtrend since 
the 1980s, falling to 174 last 
year, according to the Kan- 
sai Economic Federation. 

Although In the 1970s. 
Kansai had the second larg- 
est share of shipments of 
manufactured goods, after 
the Kan to region in eastern 
Japan, the Kansai Economic 
Federation notes that it lost 
that place in 1982 to the 
Chub a region in central 
Japan where Toyota, the 
world's second largest car 
maker, is based. 

Perhaps or greater concern 
is that the Kansai region has 
not been as quick to respond 
to the structural changes 
affecting the Japanese econ- 
omy as the region centred 
around Tokyo in eastern 
Japan. 

Whereas the Tokyo metro- 
politan area boasted a 63£ 
per cent share of overall 
sales of information service 
industries in 1994. Kansal's 
share was just 13 per cent. 
The Tokyo metropolitan 
area’s gross regional product 
in 1994 made op 27.9 per cent 
of the country's GDP, com- 
pared with 16.5 per cent for 
Kansai. 

Such statistics, meticu- 
lously compiled by the Kan- 
sai think tanks, testify to the 
region’s obsession with its 
place in Japan’s economic 
league tahlp. 

It is a preoccupation that 
has helped to pull together 
the resources of the regional 
business communities in an 
effort to stimulate the Kan- 
sai economy and better pre- 
pare it far the future. 

In its determination to 
avoid playing second fiddle 





The regional project which has galvanised the Kansai commmuntty Is the campaign to bring the 2008 Olympics to Osaka 


to greater Tokyo. Kansai is 
concentrating its resources 
on developing its own 
strengths and becoming 
more independent of the 
national capital. 

Against considerable odds, 
and in spite of significant 
criticism. Kansai Interna- 
tional Airport opened its 
doors in the autumn of 1994 
as an important gateway 
linking the region directly to 
the rest of the world. 

The Akashi Kaikyo Bridge, 
a 3,910-metre long bridge, is 
being built across Osaka Bay 
to link the port city of Kobe 
with Awaji Island. Kansai 
Science City is a 15.000 hect- 
are mega project spanning 
Kyoto, Osaka and Nara pre- 
fectures. 

By 2001. Osaka expects to 
be the proud home of the 
first overseas theme park to 
be developed by Universal 
Studios, of Hollywood fame. 
The Kansai business commu- 
nity plans to build a second 
Diet library in the region. 

But, the regional project 
which has galvanised the 
community is the campaign 
to bring the 2008 Olympic 



A NEW GATEWAY TO 
THE ANCIENT CAPITAL 

Famous for its rich heritage, Japans ancient capital of Kyoto 
remains vital to western Japans thriving Kansai region. JR- West 
commences its second decade of proud service with the introduction 
of a new gateway to the region. With hotel, department store, and 
cultural entertainment facilities, the Kyoto Station complex opens new 
doors for JR-Westand bring? Kyoto to center stage once again. 
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games to Osaka. Yasuo 
Shingu. chairman of the 
Kansai Economic Federation 
looks to the Olympics cam- 
paign as a perfect opportu- 
nity to boost spirits and 
build solidarity in the 
region. 

“In order to build a happy 
and energetic K ans ai, it 
helps to have some goals, 
and the Olympics provides 
just such a goal,” says Mr 
Shingu. 

The hope is that the infra- 
structure built through such 
regional co-operation can 
become the foundation for a 
more vibrant economy. But 
the stronger alliance among 
local governments fostered 
through this co-operation 
can also provide greater 
leverage in the Kansai 
region's battle against the 
Tokyo area, the seat of the 
central government 

There is strong resentment 
in Kansai of the strong 
authority commanded by 
Tokyo, its perennial rival. 
Just as deregulation is 
needed to raise corporate 
efficiencies and allow inno- 
vative companies to emerge. 


the central government 
needs to relax its grip over 
matters that are more prop- 
erly dealt with on a regional 
level. Mr Shingu says. 

To that end, regional gov- 
ernments should be given 
greater control over public 
funds, and the ratio of 
national taxes to regional 
taxes should be 1 to 2, rather 
than 2 to l as they are now, 
be says. With the exception 
of emergency funds to deal 
with disasters, subsidies 
from the national govern- 
ment to the regions, which is 
a major cause of unwanted 
meddling by the central gov- 
ernment in regional affairs, 
should be abolished. 

“We pay a lot of taxes to 
the national government and 
don't get half of it back. 
Whenever we want to do 
any thing we have to go to 
Tokyo and run around ask- 
ing for subsidies, even 
though we ourselves are pro- 
viding a lot of those national 
funds." Mr Shingu moans. 

The Kansai region is not 
calling for independence just 
yet. But Mr Shingu notes 
Con tinned on Page 6 
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Fresh approach is needed 
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Region needs to 
move away more 
rapidly from 
reliance on old 
industries 

The Kansai region, home to 
man y of the manufacturing 
industries that propelled 
Japan's growth in the past 
offers a microcosm of the 
structural problems facing 
Japan at the close of the 20th 
century. 

Amid increasing global 
competition and mature 
domestic markets, Japan 
faces an urgent need to nur- 
ture new industries to sup- 
port economic growth in the 
years ahead. But the Kansai 
region is particularly hard- 
pressed to do so as a result 
of its greater reliance on 
the industries that have 
shouldered much of the 
country's economic growth 
in the past 

Although Kansai 's gross 
regional product of $802bn in 
fiscal 1994 placed it seventh 
in the world - just behind 
Italy and ahead of Canada - 
according to the Kansai Eco- 
nomic Federation, the 
region's business leaders 
have reason to be concerned 
about their economic future. 

Nearly 37 per cent of total 
shipments, by value, were in 
the processing and assembly 
industries, particularly elec- 
trical and general machin- 
ery. while another 35 per 
cent came from the basic 
materials industries such as 
chemicals, metal products 
and iron and steel, according 
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to a study by the Kansai 
Economic Federation. 

"Kansai has traditionally 
been dependent on materials 
industries which have had to 
compete with those in Aslan 
countries and are now 
shifting overseas.” says 
Yasuo Sbiogu. the 
federation's chairman. 
"These industries need to 
develop new technologies fin 
order to compete], and at the 
same time we need to 
nurture neu- venture 
industries in the region.” 

While man y lea ding com- 
panies in the Kansai area, 
from Matsushita (consumer 
electronics) to Kyocera 
(ceramics), have been quick 
to make the transition to 
higher value-added products, 
on the whole Kansai has not 
adjusted as rapidly to the 
changing economic environ- 
ment as it needs to. 


For example, in the infor- 
mation service industry, 
which is becoming an impor- 
tant pillar of economic 
growth, the Kansai area has 
lagged the Tokyo region, 
which includes neighbouring 
Chiba, Saitama and Kana- 
gawa prefectures. 

Compared with the Tokyo 
region, which was the source 
of 63J> per cent of annual 
sales in the information ser- 
vices in 1994. Kansai contrib- 
uted only 13 per cent the 
Kansai Economic Federation 
says. 

The region also lagged the 
Tokyo metropolitan area in 
setting up new businesses. 

The Kansai region’s failure 
to make the necessary struc- 
tural changes to its economy 
has led to a gradual decline 
in its contribution to the 
overall Japanese economy, 
from a peak of 19.5 per cent 


in 1970 when Osaka hosted 
the World Expo, to 17 per 
cent In 1995, according to the 
Sanwa Research Institute 
Corporation (Sric). a private 
‘think-tank’. 

What is more, there has 
been a gradual decline in 
Kansai region's population 
over the past 20 years. That 
trend has been accelerated 
by the Hanshin-Awaji earth- 
quake which devastated the 
region, particularly the port 
city of Kobe, in 1995. 

Unless the region can 
quicken the transition to an 
economy based on more High 
value-added manufacturing 
activities and new. particu- 
larly service, industries, the 
near-term outlook remains 
rather bleak. 

Recent statistics show that 
the growth of the regional 
economy has fallen short of 
overall growth in Japan as a 
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THE ENVIRONMENT • by Michiyo Nakamoto 

The destruction of beauty 


Lake Biwa is a 
striking example 
of humanity's 
neglect 
of nature 

The Kansai region has found 
itself at the forefront of 
efforts to preserve the natu- 
ral landscape as protection 
of the environment has 
become one of the country's 
growing priorities. 

Lake Biwa. Japan's largest 
freshwater lake located in 
Shiga prefecture, is one of 
the country’s most famous 
victims of human damage to 
the natural environment. 

The lake, which dominates 
Shiga, a prefecture that is 
sandwiched between tbe sce- 
nic Ise Bay to the south and 
Wakasa Bay to the north, is 
one of the oldest lakes in the 
world, along with the Cas- 
pian Sea in central Asia, the 
Baikal in Russia and Tanga- 
nyka in east Africa. 


Over the years, however, 
human activity has inflicted 
damage on tbe lake, which 
years of conservation efforts 
have failed to completely 
repair. 

Shiga prefecture’s develop- 
ment from a primarily agri- 
culture-based economy to 
one of the most industria- 
lised areas of Japan, the 
growth in the surrounding 
population from 850,000 in 
1955 to more than 1.3m 
today, and a marked change 
in the Japanese lifestyle has 
led Lake Biwa to be plagued 
by freshwater red tide, water 
bloom, an increase in 
unwanted weeds and a 
decline in the indigenous 
fish and shellfish popula- 
tions. Fishing has gone into 
serious decline, and only one 
of 20 swimming areas 
remains. 

The increase in disposable 
products, the spread of mass 
production and mass con- 
sumption and urbanisation 
have ah contributed to the 


pollution of Lake Biwa, 
points out Kiyoshi Tmai. sec- 
retary-general of the Interna- 
tional Lake Environment 
Committee, an international 
non-governmental organisa- 
tion established in 1986 to 
promote environmentally 
sound management of Lakes. 

The natural life cycle of 
the lake has been upset by 
human activity, he notes. 
For example, reeds that have 
acted as cleansing agents in 
the lake have grown taller 
than normal as a result of 
the high level of nutrients 
put into the lake. The lake's 
waves have cut the over- 
grown reeds, leaving the bot- 
tom part of the plants to rot 
in tbe water, says Mr Imai 

Shiga prefecture intro- 
duced legislation in 1995 to 
cut back the amount of pol- 
lution stemming from 
nearby homes. Although reg- 
ulations restricting pollution 
by industry ara common- 
place. the introduction of 
legislation taxgetting tbe 


general public was “revolu- 
tionary". Mr Imai says. It 
took two years to put this 
legislation together and it 
has been called “the great 
experiment of the century", 
he notes. 

The legislation called for 
restrictions on fertiliser use 
by local fanners and the pro- 
tection of the reeds which 
support the lake’s natural 
life. Households are encour- 
aged to use biodegradable 
soap rather than petrochemi- 
cal-based washing deter- 
gents. 

The steps taken so far 
have helped stem tbe deteri- 
oration of the lake's environ- 
ment, but it is difficult to 
ascertain whether they are 
enough to undo existing 
damage. Two five-year plans 
launched by the prefectural 
government and extending 
from 19S6 to 1995 both failed 
to achieve their targets for 
improvement in water qual- 
ity. A third plan to 2000 is 
currently being carried out 
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IN TOKYO... 
UNLESS ]£T LAG 
KNOCKS YOU OUT. 



^ ou plan to come out swinging, dose the deal, and go 
home a winner. Then jet lag bits you — hard. 

What can you do? Head for the Hotel Okura and enroll in 
our unique let Lag Han. Specially designed to get iet taggers up 
on their feet and raring to gp, it indudes a Lighi Box to help put 
your body's clock back on schedule a Health Club workout and 
let Bath, Relaxation Videos, a Body Sonic Massage, your choke of 
pillows to help you sleep better (well even remember your 
favorite for your next visit), and spedal breakfast and dinner 
suggestions for extra energy. 

The let Lag Plan is only ¥10.000 extra per day. or free for 
members of the Okura Qub International, our spedal program 
for frequent guests. To receive a free brochure simply send your 
name and address to our Public Relations Office 
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Shiga’s measures to 
protect Lake Biwa will 
provide valuable experience 
in long-term efforts to 
balance economic 
development with 
environmental conservation. 

On the other hand, the 
experience of Fukui prefec- 
ture. to the north-west, is a 
lesson in emergency mea- 
sures to contain a pollution 
disaster that can affect the 
economic livelihood of a 
region in a matter of days. 

Although Fukui prefecture 
is more commonly associ- 
ated with the Hokuriku 
region that runs along the 
Sea of Japan, it is a region 
that the Kansai business 
community hopes to bring 
Into an enlarged Kansai eco- 
nomic re gi on. 

Last year, when a Russian 
tanker spilled its cargo into 
the Sea of Japan, the small 
town of Mlkuni became the 
site of one of the worst oil 
spills in Japanese history- 
Oil was washed onto the sce- 
nic beach, devastating the 
seaweed catch that winter 
and dealing a severe blow to 
the local tourism industry. 

It was a disaster Japan, let 
alone the small town of Mlk- 
uni. was ill-equipped to deal 
with. “We had drawn up 
emergency procedures on 
how to deal with earth- 
quakes but nobody knew 
how to deal with an oil 
spill,” recalls Masahiro 
Honda at Mlkuni town haQ. 

To make matters worse, 
the Sea of Japan along the 
Fukui coast is very rough 
during the winter months. 
Waves up to eight metres 
high made the use of an oil 
fence impractical and for 
several days prevented work 
aimed at containing the 
spillage. 

Eventually, more than 
40.000 volunteers from all 
over the country ' descended 
on Mlkuni to clear up the 
mess, some using -p rim i ti v e 
ladles. The local community 
had decided against tbe use 
of chemicals for fear of the 
long-term damage it could do 
to the the fishing and sea- 
weed industries. 

The national government 
has many lessons to learn 

from the oil spill off the 
coast of Fukui. As Mr Honda 
points out: “A lot of tankers 
come to Japan, which is an 
oil-importing country. This 
is an accident that could 
happen anywhere in Japan.” 
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whole and could decelerate 
in the coming years as post- 
earthquake reconstruction 
declines. 

While the Kansai region's 
real GDP growth in fiscal 
1995 and 1996 is forecast to 
exceed that of Japan as a 
whole, much will have 
stemmed from reconstruc- 
tion rather than normal eco- 
nomic activity, according to 
Sric. Without such demand, 
the region's economic 
growth in those two years 
would be below that of the 
rest of Japan, the think-tank 
concludes. 

Sric estimates that recon- 
struction activity after the 
earthquake pushed real GDP 
growth up by 1.9 points in 
1995 to 3.1 per cent and 0.4 
points in 1996 to 23 per cent 
It believes growth will he 
sus tain ed above the national 
level by continuing capital 


Karaai international airport 


spending, housing invest- 
ment and public works pro- 
jects, which are likely to 
support GDP growth of 1-5 
per cent in fiscal 1997. 

Meanwhile. a J flurry of 
public projects in the past 
several years has given sub- 
stantial support to economic 
activity in the region. There 
are nearly 900 projects either 
in the planning stage or 
under construction, accord- 
ing to the Centre for Indus- 
trial Renovation of KansaL 

Including projects such as 
the Kansai international air- 
port, which opened in 1994, 
tbe Kansai Science City atwi 
the Osaka Bay Area Develop- 
ment Project, the total value 
of the schemes for which fig- 
ures are available amounts 
to $387bn. 

However, given that recon- 
struction demand is bound 
to decline and that huge pro- 


jects such as the interna- 
tional airport will wind 
down, tbe Kansai economy 
win need to rely to a greater 
extent on private economic 
activity for its longer-term 

hpalth 

Tbe region’s leaders are 
hoping that initiatives such 
as construction of the Uni- 
versal Studios amusement 
park, scheduled to open in 
2001, will encourage the 
development of the region's 
film and multimedia indus- 
try. • 

The growing role of the 
Kansai region as a Japanese 
base for Asian economic 
activity Is also a promising 
trend, notes Shigeru Matsus- 
hita, senior economist at the 
Sanwa Research Institute 
and Consulting Corporation. 

“The Asia-Pacific region is 
the fastest-growing region in 
the world, and to have a 
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direct link to that region 
through the Kansai interna- 
tional airport is a major 
advantage,” Mr Matsushita 
says. 

The Osaka stock exchange, 
for example. Is trying to dis- 
tance itself from the Tokyo 
stock exchange by attracting 
Asian company listings, Mr 
Matsushita notes. 

There is spreading opti- 
mism that Kansai 's star will 
shine brighter with the 
growing development of Asia 
as an economic powerhouse. 
As Mr Shingu at the Kansai 
Economic Federation 
stresses: “Kansai should be 
attractive for the people of 
Asia to do business with 
since it is economically as 
big as Canada, there are 
many facilities, and most 
Japanese recipients of the 
Nobel prize are from the 
Kansai region." 


HIGASHIOSAKA • by Charles Smith 


A struggle to keep 
the heart and soul 


Thousands of 
small businesses 
have given this 
industrial centre a 
proud record 

Osaka Has long been known 
for the massive concentra- 
tion of heavy industrial com- 
plexes, ranging from steel, 
through shipbuilding to pet- ■ 
roc h emica i s which line the 
Osaka Bay waterfront But 
the bay area is far from 
being the only, or even the 
most typical example, of 
Kansai manufacturing prow- 
ess. 

Tucked between the dty of 
Osaka proper and Mount 
Ikoma. a forested ridge 
which divides Osaka prefec- 
ture from the ancient capital 
of Nara, is Higashlosaka 
(East Osaka), one of Japan's 
best-known centres of small- 
scale mannfia ff tartng . 

Like half a dozen other 
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dotted around Japan. fCga- 
shiosaka is straggling to 
adjust to the process of 
kudoka or “hollo wing-out” off 
manufacturing industry 
sparked by appreciation of 
the yen. The city now boasts 
nearly 9,000 small and medi- 
um-sized factories, .making 
Higashiosaka one of the 
most intensively industria- 
lised urban communities in 
Japan. 

Manufacturing in the area 
dates back to the late Edo 
period, when workshops on 
thp foothills Of Mount ttenma 
used hydroelectric power to 
produce decorative steel 
combs and other fashion, 
accessories for the Osaka 
market 

Before the second world 
war. Higashiosaka had 
gained prominence as the 
nation's largest source of 
bolts and nuts for the. ship- 
building and machinery 
industries. The city’s other 
main claim to Came Is that it 
plays host to tbe finals of the 
annual national hi gh school 
rugby league, an occasion 
which has sparked a minor 
industry in the form of com- 
memorative “rugby goods” 
that fans can take home. 

While manufacturing is 
the heart and soul of Higa- 
shiosaka, th«» city is unlikely 
to strike a casual visitor as a 
typical industrial area. Most 
“factories. 1 * 'are built next to 
shops or houses, and 44 per 
cent. employ no more than 

three workers. 

Family companies in 
which the workforce consists 
of the company president 
and his wife in many cases 
date back to tbe 19608, when 
a serious shortage of dolled 
workers in Japan made it 
easy for .such workers to 
start their own businesses. 

At the other end of the 
scale, only 10 per cent of ~ 
Higashiosaka manufacturers 
employ mare titan 20 work- 
ers. A total , of Just nine local- 
ly -based manufacturers have 
their shares listed on either 


the Tokyo or the Osaka 
Stock exchang es 

“Economy of scale is 
clearly not the outstanding 
virtue off a community like 
Higashiosaka but flexibility 
is,” says Toshinori Shloz- 
awa, an expat on Kansai 
regional industries at Osaka 
City University. 

The strength of mini 
industrial- communities like 
Higaghinsaka, or Hie similar 

concentration of small 
companies in Tokyo's Ota 
ward, is that information 
flows freely and ideas can be 
turned into products far 
more quickly than in a 
conventional industrial 
setting. . . 

That does not necessarily 
make for strength in high- 
tech industries . such as 
industrial, electronics, bat it 
means that Higashiosaka is 
axi excellent location for 
designing and developing 
niche products that may 
have been overlooked or 
ignored by larger companies. 

Tosbihiko Naruse. director 
of the Higashiosaka- Cham- 
ber of Commerce indus- 
try. offers visitors a list of 
more than 100 local compa- 
nies that claim the top 
domestic market share in 
one or more speciality prod- 
ucts. 

The “top. share” theme 
was not so popular when I 
joined the chamber 30 years 
ago as a young staffer, says 
Mr Naruse. “In those days, 
Higashiosaka stressed vol- 
ume rather than . .val- 
ue-added, and many more 
companies worked as sub- 
contractors to final assembly 
Industries like motors or 
consumer electronics." 

An example off the trend 
towards niche markets is 
Takenaka Seisaknsho. a 
medium-sized company that 
specialises in rust-proof 
coated bolts and nuts for use 
In wuriiw engineering. 

Founded in 1935, Takenaka 
originally supplied steel 
bolts to the Japanese navy. 
After the second world war 
the company became a sub- 
contractor to Hitachi Zosen, 
a leading Osaka shipbuilder, 
but in the late 1960s improve- 
ments In welding technology 
forced another change of 
direction. In 1972 Takenaka 
became the first - and is 
still the only - Japanese 
company -licensed to produce 
bolts' for use in nuclear 
power stations. 

The next big step came in 
the mid-1980s after a visit to 
the Houston offshore exhibi- 
tion revealed a gap in. the 


market for rust-resistant 
bolts to be used on oil rigs 
and other marine structures 
“It took us five years to 
develop a coating which 
could withstand the friction 
in *Hf» thread of a marine 
nut” says the company’s 
president. Hirotada Taken- 
aka, “and another five to get 
international oil majors to 
specify our bolts" (Japanese 
heavy machinery makers 
had initially rejected Taken- 
aka's sales approaches). 

Help from a professor at 
Kyoto University was crucial 
because his links with for- 
mer students at large chemi- 
cal companies enabled Tak- 
enaka to place orders for 
experimental chemicals that 
normally would have been 
rejected as too smalL 
. Takenaka s niche position 
in the market for rust-proof 
marine bolts has not 
restored sales to the level 
they reached ' before yen-re- 
valuation in the mid-1980s 
when the company was busy 
providing conventional bolts 
for - oil - refineries. Annual 
sales in 1996 reached Y3.4bn. 
compared with a 1983 peak 
of Y4bn, blit profits at 
' Y450m were double the 1983 
level. Output volume pro- 
vides another revealing com- 
parison. Takenaka currently 
ships about 200 tons of prod- 
ucts annually, compared 
with a peak of 2,000 tons, but 
unit prices for its bolts have 
risen almost tenfold. 

Not all Higashiosaka com- 
panies have fared as well as 
Takenaka. In the past few 
years many companies mak- 
ing standard products . from 
moulded plastic have been 
driven out of business by 
low-cost competitors outride 
Japan, say officials at city 
halL There wifi be more clo- 
sures in the next three to 
five, years - posing a prob- 
lem. for urban planners who 
have to find ways of filling 
gaps in the downtown area 
left by shuttered mini-facto- 
ries and workshops. 

: But Higashiosaka itself is 
-not dying. With a population 
that appears to have stabi- 
lised at around 520,000, and 
dynamic leadership from a 
handful of leading- business- 
men. the city seems well 
able to adjust to' changes in ' 
markets and exchange rates. 
The next stage may be to 
exploit markets in new afflu- 
ent regions of China and 
soiitfa -east Asia for some of 
the speciality goods that 
have fuelled the develop- 
ment of Higashiosaka *s 
industry. 
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PROFILE • Sharp 


rich heritage 


Life at the cutting edge 


Ambitious urban 
projects are 
planned to revive 
the fortunes of an 
ancient city 

One of the big challenges 
feeing the Kansai region is 
how to rebuild and develop 
cities which already boast 
the richest cultural and 
architectural heritage in 
Japan. 

Kyoto, founded in 794 at 
the start of the Heian era, 
seems to present acute prob- 
lems for urban planners. 
Home to more than 1,000 
Buddhist temples and v isited 
by more than 40m tourists 
annually, Kyoto Is neverthe- 
less in relative decline. The 
population is shrinking and 
unemployment is well above 
the national average, in part 
because the local textile 
industry has been experienc- 
ing hard timea 
Faced with with the pros- 
pect that Kyoto may become 
increasingly sidelined in the 
race to attract investment 
and jobs, the city govern- 
ment sketched out an ambi- 
tious development plan in 
1993 to build a secondary 
urban centre in industria- 
lised south Kyoto leaving 
the older northern district 
much as it is today. Apart 
from building the first 
high-rise blocks in what has 
up to now been a low-rise 
city, the plan includes con- 
struction of a loop subway 
system that would allow 
people to commute from the ' 
city’s southern suburbs and 
the old centre. 

A senior official at the 
city’s policy planning depart- 
ment says the plan could 
help to arrest a decline of up 
to 280,000 people in the city’s 
population - from 1.46m to 
1.18m which Is likely over 
the next 25 years. 

Officials also that a 
handful of big companies 
which have their headquar- 
ters in Kyoto including 
Kyocera, the world’s leading 
maker of integrated circuit 
ceramic packages and Nin- 
tendo the. video game giant — 
are in fevour of the project 
Analysts say Kyoto's future 
depends^ heavily, on attract- 
ing companies in knowledge: 
intensive industries to sup- 
plement declining traditional 
industries and the stagnant 
tourism industry. 

However, the master plan 
for southern . Kyoto is 
Unlikely to be economically 
feasible while the property 
market remains - severely 1 
depressed. Aside from mar-' 
bet considerations there are 
political obstacles in the 
form' of a bitter dispute 

between the conservationists 

and the- local chamber of 
commerce and industry over 
plot ratios and. building 
heights. 

: in two important cases 
however the. city’s powerful 
conservation, lobby which is 
headed by the Kyoto Buddh- 
ist Association Kyoto Buk- 
kyokai already seems to 





Kyoto: home to more than 1,000 temples 


have been worsted by 
would-be developers. 

In 1993, the city govern- 
ment '’normalised" previ- 
ously restrictive local plan- 
ning regulations so as to 
allow the building of a 60 
metre-high hotel in northern 
Kyoto - twice the previously 
approved height limit (The 
Kyoto Bukkyokai challenged 
the decision in an unsuccess- 
ful civil case against the 
developer). 

Soon afterwards Kyoto 
gave its blessing to a Y300bn 
(J25bn) project for the rede- 
velopment of Kyoto Station. 
The building, generally con- 
sidered the most ambitious 
project of its kind in post- 
war Japan, has a frontage of 
480 metres ami a hwght of 60 
metres - making this second 
prominent exception to the 
city government’s rule that 
no structure in central 
Kyoto should exceed 31 
metres. 

Height, however, is not the 
only point on which the con- 
servationist lobby takes 
issue with city hall, Kojo 
Nagasawa, manager of the 
Kyoto Bukkyokai, points out 
that a large part of the floor 
space in the new station will 
be taken.up by a hotel oper- 
ated by JR West, the 
regional component of the 
recently-privatised national 

railway syst em , the project’s 
main promoter. •’ 

Space has also been allo- 
cated to a department store 
to be operated by Isetan. a 
Tokyo-based . department 
store company with JR West 
as a principal shareholder. 
“The city government chums 
that the station is being 
redeveloped to benefit Kyoto 
city and Kyoto residents.” 
says Mr Nagasawa. “But the 
facts seem to Indicate that 
tiie real beneficiaries are two 
companies from outside 
Kyoto.” 

The Bukkyokai’s claim 
that the station building is 
an outsider’s • project is 
strongly rejected by dty hall 
planners who say the build- 
ing will help to revitalise 
Kyoto's economy. " "We 
needed a gateway to help 
prefect Tokyo to the outside 
world,” says Shigekazu 


Hoshikawa, director of the 
policy planning division. 
That certainly wasn't pro- 
vided by the old Kyoto sta- 
tion building, a drab con- 
crete building erected in 1950 
after an earlier wooden 
structure had been 
destroyed by fire. 

As far as the hotel and 
department store are con- 
cerned, Mr Hoshikawa notes 
that the station will give 
Kyoto a new commercial 
centre which hopefully will 
attract patrons from Nara 
and Otsu (the Shiga prefec- 
ture! capital), respectively 30 
minutes and 12 minutes 
away by train. 

Kyoto’s old commercial 
centre, the Shijo Kawarama- 
chi shopping street a couple 
of kilometres to the north of 
the station is thought too 
provincial to meet the needs 
of a modern, city of nearly 
1.6m people. 

Apart from the hotel and 
the Isetan store, the station 
building boasts a second 
department store aimed at 
young customers, theatres, a 
museum and restaurants. An 
air terminal one floor below 
the main station lobby offers 
check-in facilities for tour- 
ists h oarding aircraft at Kan- 
sai Internationa] Airport, 75 
minutes away. 

Artistically, the new sta- 
tion may not match, the 
spirit of old Kyoto but the 
boldly contrasted series of 
glass walls »nd vaulted steel 
structures making up the 
480m long facade is nothing 
if not striking. The station 
design, by Hiroshi Hara a 
professor at Tokyo Universi- 
ty's Institute of Industrial 
Science, was picked from a 
field of seven, including 
entries by French, German 
and British designers. Hare’s 
building, says city hall, was 
the lowest of the seven 
entries, some of which 
included structures as high 
as 120m. 

The Kyoto station build- 
ing, the Kyoto Gkanvia hotel 
and the Isetan department 
store have just opened. At 
the least the project should 
reduce unemployment pro- 
viding 3,0004,000 jobs, many 
mare than the old station. 


An ethos of 
innovation keeps 
the electronics 
giant ahead of the 
competition 

Most people do sot call to 
mind the push pencil when 
they think of Sharp, the 
electronics company based 
in Osaka. Although Sharp 
originated the push pencil 
in Japan, commonly called a 
Sharp pencil, these days the 
company is more closely 
associated with liquid crys- 
tal displays, the Zaurus per- 
sonal digital assistant an d 
video cameras. 

In recent years. Sharp has 
become the epitome of the 
innovative company, one 
that can build on basic tech- 
nologies to bring ont new, 
creative products and beat 
the competition. Its strong 
focus on, and inspired use 
of, liquid crystal displays - 
the thin panels that mai te 
up the screen on notebook 
PCs and portable televisions 
- brought the world such 
useful tools as the cam- 
corder with an LCD panel 
for a viewfinder and intelli- 
gent personal digital assis- 
tants that use pens and 
screens rather than a key- 
board. 

Since competitors have 
increasingly eaten into 
Sharp’s LCD dominance, the 
company has been watched 
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carefully for the next big 
product to confound its 
rivals. 

But Sharp executives 
insist that there is still more 
to be made of the LCD that 
boosted its standing in the 
industry. 

"LCDs are still develop- 
ing,” points out Taizo Kat- 
sura, executive vice presi- 
dent. “There are different 
types of LCD that are not 
yet developed sufficiently to 
be commercialised,” he says. 

For example, it is difficult 
to use standard LCDs In 
large panels bnt a new 
option - Plasma- Addressed 
Liquid Crystal (PALC) - is 
particularly well-suited to 
large flat panels. Sharp is 
working with Sony and Phil- 
ips to develop this technol- 
ogy. 

While LCDs are widely 
used for notebook PCs, 
because of the restriction on 
size imposed by the technol- 
ogy. they have not been 
used in many products that 
require large screens. As a 
result, with the advance of 
technology, “there is still 
tremendous growth poten- 
tial for flat panels in areas 
such as PCs and large screen 
TVs”, says Mr Katsura. 

Likewise. Sharp believes 
other products, snch as 
opto-electronic devices, will 
provide the company with 
further growth as the tech- 
nology develops. 

Sharp has leading technol- 


ogy in the opto-electronics 
used in digital recording 
devices - such as digital 
video discs which provide 
substantially Increased 
recording trams for audio as 
well as video - as well as 
Mminfaq ; and the magneto- 
optical diccc used for data 
storage. 

Portable equipment is 
another area where Sharp 
has been investing consider- 
able resources. Hie miniat- 
urisation technology that all 
the Japanese electronics 
co mpa n ie s have developed is 
a major asset in developing 
mobile devices, snch as 
lightweight mobile phones, 
which are seeing growing 
demand. Expertise to these 
areas will help maintain 
Japan's strength in the 
information age, in spite of 
the US dominance in areas 
snch as software and net- 
works. Mr Katsura believes. 

However, one area Japa- 
nese companies do need to 
work on is the palling 
together of the broader 
range of resources required 
to develop the increasingly 
complex new products that 
are in demand. 

Far example, the Mini D isc 
Camera, which is capable of 
patting 2000 pictures on a 
single disc, requires a range 
of skills, including miniat- 
urisation technology and 
camera expertise, which 
could be scattered atxoss the 
company, Mr Katsnra 


ovplamg. 

Personal digital assistants 
capable of voice recognition, 
are another area that Sharp 
is putting considerable 
energy into. Voice-based 
input is far more user 
friendly than pen-based 
input, which is dominant in 
Japan where there is resis- 
tance to using the keyboard. 
Sharp has yet to bring out a 
product but the company 
has been working on the 
project in Its R&D facilities 
and Mr Katsura is confident 
that a voice-based, PDA will 
be available in less than 10 
years. The key is to reduce 
the price of the technology 
and to improve voice recog- 
nition capabilities, he says. 

At the same time, the 
company is working to build 
up s oftwar e expertise, par- 
ticularly in areas such as 
semiconductor software, 
operating software and 
application software tbat 
directly affect the hardware 
businesses. “The ratio of 
snch areas in our business 
will Increase since it is no 
longer possible to separate 
the hardware from the soft- 
ware," Mr Katsura says. 

Companies such as Sharp, 
which need to remain at the 
forefront of technological 
development, are increas- 
ingly conducting R&D activ- 
ities in many sites across 
the world, choosing the best 
locations for different tech- 
nologies. 


But, when it comes to 
doing business at home. 
Sharp finds that it is still 
necessary to maintain a sig- 
nificant presence in Tokyo, 
where information on 
national trends is most 
readily available and where 
national policy is formu- 
lated. As a result. Sharp has 

based its multimedia busi- 
ness in Tokyo, rather than 
its home town of Osaka. 

The greatest advantage of 
being to the Kansai, Mr Kat- 
snra notes, is that it is close 
to southeast Asia, one of the 
most important markets fear 
Japan to the years ahead. 
“A crucial issue for Japan’s 
future is how to deal with, 
work with and develop rela- 
tions with southeast Asia, 
not just as a manufacturing 
base bat as a market. Kan- 
sai provides an advantage in 
that respect because It is 
Japan's window to Asia,” he 
says. 

The growing importance 
of Asia to Japanese compa- 
nies is yet another manifes- 
tation of the global nature 
of competition in leading 
industries. But, while bor- 
ders are disappearing across 
nations, as Sharp's multime- 
dia experience suggests, 
even in an industry based 
on cutting edge technologies 
it is likely to be some time 
before information at home 
becames truly barrier-free. 

Michiyo Nakamoto 


Looking out for housewives 


Japan's premier 
price-slasher is 
targetting the 
red-tape stifling 
the industry 

It is perhaps fitting that one 
of Japan's most innovative 
retailers should have started 
out in Osaka, a city that is 
known for being a mer- 
chants’ town and the 
‘kitchen’ of Japan. 

Daiei, the largest Japanese 
retail chain with 378 stores 
nationwide, grew from a sin- 
gle store, “The Housewives* 
Store," which was estab- 
lished by Isao Nakauchi 40 
years ago. 

What marks the retailer 
ont is its aggressive strategy 
of expansion which has cov- 
ered not only retail stores 
but hotels, shopping centres 
and even a baseball team - 
the Daiei Hawks based in 
Fukuoka on the southern 
island of Kyushu. 

But the driving force 
behind Daiei 's success has 
been Mr Nakauchi himself, 
the formidable founder who. 
after 40 years, is still 
actively engaged in the 
day-to-day running of the 
group as president and 

chairman . 

Mr Nakauchi 's deeply-held 
convictions about what con- 
stitutes good customer ser- 
vice has led the group an a 
crusade against the norms of 
the industry, whether it be 


pricing policy or a preoccu- 
pation with product brands. 

“We have always felt that 
Japanese product prices 
were much too high and 
should be halved.” Mr 
Nakauchi says. “Why do 
Japanese products have to 
cost twice W much as the 
same thing in New York?” 

Daiei thus embarked on a 
campaign against Japan's 
notoriously high prices that 
made it a pioneer of dis- 
counting and of private 
brand products. 

The introduction of pri-‘ 
vate brand products was a 
way to develop the kind of 
products Daiei believed its 
customers wanted while at 
the same time bring prices 
down. 

Its “savings” brand of 
orange juice went on Daiei’ 
shelves at Y196 a time when 
other brands cost Y300. Daiei 
brought out its own washing 
detergent for Y200 against a 
Y400 price tag for other 
brands. 

Daiei’s strategy was partic- 
ularly welcomed by consum- 
ers suffering after a sharp 
decline in asset prices 
plunged the Japanese econ- 
omy into a prolonged slow- 
down. 

Mr Nakauchi notes that 
Daiei is “just trying to 
reduce prices to their appro- 
priate level". But in order to 
do so. he has bad to do per- 
sistent battle with a web of 
regulations that have kept 
Japan's retailing industry 


insular and inefficient. In 
the process, the Daiei chair- 
man has become something 
of a symbol of the fight 
against the status quo. 

Like his Kansai compatri- 
ots, who are known to defy 
authority. Mr Nakauchi has 
not been afraid to break the 
mould of the successful busi- 
nessman. by taking on 
bureaucrats and their strin- 
gent regulations which have 
kept Japanese prices high. 

He has been an outspoken 
critic of the large scale retail 
store law, which imposes 
restrictions on the size of 
large scale retailers, their 
locations and opening hours. 

Japanese safety regula- 
tions add to the list of out- 
dated rules hampering the 
efficient development of the 
industry. “Emergency mea- 
sures introduced ahead of 
the war are still in place and 
have become regulations. 
But the war is over and we 
must get rid erf these,” Mr 
Nakauchi insists. 

Mr Nakauchi also rails 
against Japan's closed mar- 
kets, a favourite theme 
among US producers. 
“Imports are not liberalised, 
so it is difficult to bring 
prices down to appropriate 
levels," Mr Nakauchi com- 
plains. “Deregulation is 
needed for this to happen. 
The authority of bureaucrats 
as well as all economic regu- 
lations must be relaxed." 

Now that deregulation has 
become a stated government 


priority, Mr Nakauchi's con- 
tribution to the cause has 
paled somewhat. Instead, 
public attention has focussed 
on the problems that Daiei’s 
strategy of expansion has 
left in its wake. 

Although Daiei’s low-price 
strategy met a need among 
Japanese consumers in the 
early years of economic stag- 
nation. the market environ- 
ment has since changed con- 
siderably. National brands 
have met the challenge by 
reducing their prices as well, 
robbing Daiei of a major 
advantage, says Toshiko 
Binder, industry analyst at 
HSBC James CapeL 

“Daiei’s strategy was to 
expand in order to 
strengthen its purchasing 
power but, as others reduced 
their prices, the negative 
aspects of its stra tegy 
became more pronounced,” 
Ms Binder says. 

Its strategy of rapid expan- 
sion through acquisitions 
has left Daiei with a debt 
burden of Y1.430bn and very 
high fixed costs. But since it 
cannot lay off employees 
“the question is how it can 
reduce costs or ma ke more 
profits", notes Ids Binder. 

Discount-store operation 
Hypermarfs losses of YSbn 
last year underlined the dif- 
ficulties in today’s Japan of 
a strategy based on low 
prices. 

But Mr Nakauchi believes 
very strongly that, with the 
ageing of society, retailers 


such as Daiei and Hypermart 
will see greater demand. 
“People will want to have 
their daily needs satisfied 
nearby,” he argues. 

Mr Nakauchi appears 
unconcerned about the high 
level of debt and fixed costs 
Daiei is saddled with. The 
company has enough assets 
to balance its borrowings, he 
says, and also has plans to 
raise funds by listing some 
of its subsidiaries, such as 
Lawson, which runs 6,000 
convenience stores in Japan 
and the Ala Moana Shopping 
Center In Hawaii. Rather 
than cut back borrowings, 
the company will balance 
them with new funds and 
apply to become Japan's first 
holding company, Mr Nakau- 
chi says. 

And Mr Nakauchi believes 
there are many more things 
Daiei can do to generate rev- 
enue. As the needs of con- 
sumers change, new types of 
businesses must be intro- 
duced. In its core business, 
Daiei plans to increase the 
ratio of private brands in its 
general merchandise stores, 
so tbat it can reduce prices 
even further, and is also 
expanding into the manage- 
ment or shopping centres, 
banking and gas station 
operations. 

Sitting at the top of a 
Y2£00bn empire, Mr Nakau- 
chi shows no signs of slow- 
ing down. 

M.N. 
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INNOVATIONS • by Charles Smith 


FINANCIAL INSTITUTIONS ■ by Charles Smith 


From the home of karaoke I A history of indiviciu 




Private sector 
enterprise culture 
cultivates 
particular 
inventiveness 


When a tired Tokyo 
salaryman buys a bottle of 
Oronamin C. the popular 
pick-me-up drink, at a sta- 
tion kiosk the morning 1 after 
a riotous evening at a 
karaoke bar. the chances 
are that he doesn't know 
that he is indebted to the 
innovating spirit of Kansai 
region for these life-enhanc- 
ing amenities. 

Likewise, the housewife 
who slips out of the rear 
entrance of the pachinko 
(pin-ball) parlour to 
exchange her in-kin^ prize 
for hard cash at a discount 
store that then promptly 
sells the prize back to the 
pachinko parlour may not 
realise that it was Kansai 
enterprise that made the 
transaction possible. 

The pacbinko-playing 
lady and and the tired busi- 
nessmen are typical of the 
millions of Japanese whose 
lives have been changed by 
Kansai creativity. In a 
famous study published by 
the (Tokyo-based) Nomura 
Research Institute in the 
mid-1970s, the five Kansai 
prefectures were identified 
as the source of 45 out of a 
total of 75 businesses origi- 
nating in Japan during the 
1960s. 

Whether the region has 
retained its load since 
then is unclear. Kansai's 
relatively slow economic 
growth horn the the mid- 
1980s onwards might sug- 
gest a decline in vitality. 

But Yoshinori Shiozawa. 
professor of economics at 
Osaka City University, 
thinks that grass roots 
! inventiveness in the region 
is still very much alive. 

The Kansai New Business 
Conference, an organisation 
of young and would-be 
entrepreneurs sponsored by 
the Ministry of Interna- 
tional Trade and Industry 
had 450 members at the end 
of 1996, while a similar 
organisation covering the 
much larger Kanto region 


bad 500 members. 

The main difference 
between Kanto region sur- 
rounding Tokyo when it 
comes to innovations, says 
Mr Shiozawa, who admits to 
being biased In favour of his 
native region, is that techni- 
cal innovations in the Kanto 
region are often the product 
of collaboration between 
private companies and the 
hundreds of publicly-funded 
research institutes that are 
located in Tokyo itself or in 
Tsukuba Science Univer- 
sity. 50 km north of the cap- 
ital. 

“By comparison" says Mr 
Shiozawa “Kansai's econ- 
omy is private-sector led". 

Even the ambitious Kan- 
sai Science City Kansai 
Bimka Gakujitsu Kenkyuto- 
shi*. one of the Big Three 
projects designed to encour- 
age growth in the region 
consists mainl y of institutes 
sponsored and staffed by 
private companies. 

"The private institutes at 
the Kenkyutoshi don't talk 
to each other enough, so 
that the joint efforts that 
have produced many tech- 
nology breakthroughs by 
Tokyo research laboratories 
aren't seen so often," says 
Mr Shiozawa. 

On the other hand 
the free-wheeling, practical 
Kansai lifestyle seems to 
provide a receptive climate 
for the rapid adoption of 
innovations that only 
catch on later in the conser- 
vative Kanto region. 

Automatic ticket checking 
machines, developed by 
the Kyoto-based Omron Cor- 
poration, were in use on 
the Osaka underground sys- 
tem for years before the 
Tokyo municipal system got 
rid of its manual ticket 
punchers. 

Tokyo, today, is a 
paradise for fast food 
addicts, but instant noodles 
and bon curry - an 
instant curry said to have 
been inspired by a Swedish 
army recipe - both origi- 
nated from the Kansai 
region. 

“By comparison with Tok- 
yoites, Kansai people are 
impatient”, suggests Shioz- 
awa. "That tends to mean 
that time saving inventions 


take root more easily in this 
part of Japan". 

Looking further back. 
Hankyu Corporation 
became the first private rail- 
way company in Japan to 
build a department store 
over a rail terminal, when 
its Umeda store was opened 
in 1929. Hankyu's lead was 
followed in succeeding 
decades by all the big 
Tokyo-based private railway 
companies. It was also an 
Osaka company which first 
published a daily sports 
newspaper (Sports News, a 
1949 precursor of several 
popular titles now found on 
Tokyo news-stands). 

The Osaka branch of 
a Tokyo life insurance 


Millions of 
Japanese lives 
have been 
changed by 
Kansai 
creativity 


company was the first to 
realise that the fiat-topped 
roofs of city office blocks 
can be profitably converted 
into beer gardens. The 
Umeda Daiichi Seznei build- 
ing’s rooftop garden which 
opened in 1954, is still popu- 
lar with commuters about 
to head home from nearby 
Osaka Station. 

Some of the more famous 
Kansai innovations have a 
curiously inconsequential 
air about them. In 1971, 
Dais uke Inoue, an amateur 
electone (electric organ) 
player at a Kobe club whose 
speciality was accompany- 
ing singing patrons was 
asked to attend a year-end 
office party to play for one 
of the club’s regular cus- 
tomers. 

Instead of going to the 
party, Mr Inoue recorded a 
taped accompaniment He 
later founded a company. 
Crescent which rented to 
clubs in the Kobe area tapes 
of popular song accompani- 
ments and speaker boxes 
equipped with echo devices 
designed to flatter the sing- 
er’s voice. 
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According to (tie ancient Chinese philosophy of yin and yang, 
the universe is composed of opposing but interdependent 
forces. ■ Interestingly, this philosophy resembles the concept 
of homeostasis, the natural balance that occurs within Irving 
organisms, including the harmony between antagonists and 
agonists that regulate vital (unctions. Thus, an important factor in 
the search for new medicines is developing compounds that work 
together with the body's own r e storative and regenerative abilities. 
■ 7o lead healthy lives, we must seek balance with nature, with 
society, and within ourselves. As a leading pharmaceutical 
company, Takeda is striving to help people attain this balance. 


TAKEDA 


Takeda Chemical Industries, Ltd. 


Karaoke (literally “empty 
orchestra.") became a house- 
hold word in Japan and the 
world- Surprisingly, Inoue 
now runs a company which 
makes cockroach traps but 
it was Crescent which pro- 
vided the seed from which 
karaoke was bora, though it 
took others to Introduce 
many refinements to the 
system. 

Sharp, an Osaka-based 
electronics manufacturer, 
represents a very different 
model of Kansai innovation. 
Founded in 1915 to make 
propelling pencils, it built 
Japan’s first mass-produc- 
tion radio receiver in 1925, 
its first television set in 1953 
and, in the late 1960s, 
became the first Japanese 
company to market elec- 
tronic calculators beating 
Tokyo's Casio Computer 
Company. 

The company’s strong 
suit is liquid crystal display 
technology used, for exam- 
ple, in the LCD Viewcan, a 
video camera. As a techno- 
logical pioneer in consumer 
electronics. Sharp has a 
record which bears compari- 
son with household names 
from the Kanto region - 
and a history tha t extends 
further back than any of its 
Kanto competitors. 

Tatsuo Yamamoto, direc- 
tor general of the Kansai 
New Business Conference, 
is certain the Kansai region 
can and will produce more 
Sharps, but he acknowl- 
edges a big problem: as is 
the case in Kanto, innova- 
tion in the financial sector 
has failed to keep pace with 
progress in manufacturing 
and services. 


To encourage a more risk- 
oriented attitude among 
investors, and to inculcate 
the tradition of business 
“angels”, bis group hopes to 
open a venture university 
which would offer courses 
for wealthy individuals 
(including housewives) on 
how to invest in emerging 
companies. 

If it materialises, Mr 
Yamamoto's plan will be yet 
another example of Kansai 
setting a trend that the rest 
of Japan might want to fol- 
low. 


Many institutions 
have moved to 
Tokyo, but more 
than 100 have 
remained 


Head Office: 1 -1, Dosfiamachi 4 -cfiome, Oiuo-lai, Osaka 541, Japan 
Tokyo Head Office: 12-10, Nihonbashi 2-diome, Cliiio-ku, Tokyo 103, Japan 


The Kans ai region can claim 
parity with the Kanto dis- 
trict surrounding Tokyo as 
one of the twin birthplaces 
of Japan's modern financial 
system. 

While venerable institu- 
tions such as Melji Life 
Insurance Co, Japan's oldest 
insurance company, or the 
former (but now merged) 
Mitsui and Mitsubishi Banks 
have their roots in Kanto. 
Kansai's vibrant commercial 
environment gave birth to 
two of Japan's top five “city” 
banks, Sanwa and Sumi- 
tomo. Kansai can also claim 
parentage of the nation’s 
iparitng me insurance com- 
pany, Nippon Life, and the 
Nomura financial services 
group from which Daiwa 
Ran ir and Nomura Securities 
Company are both 
descended. 

Even today, the Kansai 
connection suggests individ- 
ualism and entrepreneurship 
whereas banks and other 
financial institutions that 
hail from the Kanto area are 
reputedly more conservative. 
But the days have long since 
passed when Kansai hanks 
operated primarily on their 
home territory. 

While Osaka, Kobe and 
other major cities of western 
Japan are vitally important 
retail and corporate banking 
franchises for banks such as 
Sanwa and Sumitomo, both 
institutions now conduct 
much of their wholesale and 
international businesses 
from Tokyo. The same is 
true of Nomura Securities 
which has been legally head- 
quartered in Tokyo since it 
emerged as the dominant 
Japanese securities com- 
pany. 

Daiwa Bank differs from 


other major Kansai institu- 
tions in devoting the bulk of 
its domestic sales efforts to 
south-western Japan. The 
hank has 121 branches in 
Kansai. twice as many as in 
Kanto and is “main" bank to 
the Osaka prefectural gov- 
ernment. Even so, Daiwa 
admits to pursuing a dual 
business strategy under 
which Tokyo is the base for 
most international 
operations. 

While many top ranking 
Kansai institutions have 
long since shifted sections, 
or mast, of their head office 
function (though hat usually 
their legally-registered head- 
quarters) to Tokyo, more 
than ioo financial Institu- 
tions remain headquartered 
in the region. 

The abundance of smaller 
banks serving the region 
reflects the weight of small 
and medium-sized manufac- 
turing companies in the 
Kansai economy, according 
to Yasuyuki Tominaga, a 
general manager at the 
Daiwa Rank Research Insti- 
tute in Osaka. Bank credit 
provided the primary source 
of finance for the dynamic 
growth of the region’s indus- 
try in the 1950s and 1960s. 

However, economic stag- 
nation following the appreci- 
ation of the yen against the 
US dollar as a result of the 
19S5 Plaza agreement may 
have left Kans ai seriously 
overbanked. 

As of the end of January 
1996 Kansai was home to 54 
local credit associations' 
(shirsyo fcumiai) whose out- 
standing loan balances 
totalled Y6.09 trillion - 32 
per cent of the national total 
for loans extended by this 
type of institution. 

Credit associations lent 
heavily to real estate devel- 
opers during the 1988-1990 
asset bubble which saw 
property values in Osaka 
rise by more than 250 per 
cent in just over three years. 
Osaka bank analysts say 


that the associations got 
deeply involved in the real 
estate bubble in part because 
they were not covered by 
national regulations that 
controlled bank lending on 
real estate from the late 
1980s onwards. The collapse 
of the bubble in 1992 ted U) a 
proliferation of non-perform- 
ing loans which in turn 
sparked a series of failures 
and forced liquidations 
among credit associations 
and "second tier" local 
banks. 

The worst casualty in the 
post-bubble shakeout was 
Kizu Shinyo Kumiai, an 
Osaka-based credit associa- 
tion which failed in August 
1995, leaving the government 
to compensate individuals 
holding more than Y1 tril- 
lion worth of deposits. In 
December 1996 the Kansai 
region received another blow 
to its self-confidence when 
the Ministry of Finance 
ordered the closure of 
Hanwa Bank, a Wakayama- 
based institution whose 
auditors had refused to sign 
off on the b ank 's half-year 
business statement. 

As with Kizu, Hanwa 
depositors have been prom- 
ised compensation out of a 
special fond created as part 
of the government's recent 
reform of the bank deposit 
insurance system. If the 
fond falls short the Ministry 
of Finance will "guarantee” 
repayments, meaning that 
national tax money will be 
used to pay off depositors. 

Officials in the business 
finance division of the Osaka 
prefectural government, who 
are responsible for regula- 
ting credit associations but 
not local banks, say that' 
heavy write-offs or bad loans 
in the 1896-1997 fiscal year 
may have reduced the risk of 
further credit association 
bankruptcies. However the 
introduction from April 1998 
of a "prompt corrective 
action" system for all depos- 
it-taking institutions could 


force the government 'to;, 
close credit associations - 
which fail to meet preset 7 , 
capital adequacy standards. 1 :; 

The prefecture has tried to - 
encourage national level ; 
fingn/riai institutions', incliuf-V; 
mg city banks to absorb 
sound assets ofCTwhl associ- 
ations while doubtful assets^ 
are liquidated by a gowera 
ment-flinded resolution treat 
corporation. The trouble,.- 
admits an official, 
such deals usually depends -: 
on a prior business retattafe Y 
shi p between the credit -iiwsp-te; 
elation and the bank mak i n g, :. 

the acquisition. 

So fax only two manrteges , .- 
have been arranged between : 
city hanks and Kansai-based 1 
credit associations, jpnttf;'- 
involved Sak ura B ank; 'a' y 
Tokyo-based institution With" 
a strong presence in. KcflbeT&vr- 
the other case, the wfafte • 
knight was Tokai Ban^Ab&T. 
dominant financial ihstitu- 
tion in Nagoya. - . ' : 

The gulf between thewsfl-Y 
nerable local financial 
tutfems and dynamic KaftsaT 
banks which have, shifted -" 
much of their business 
Tokyo suggests the need;fbar; 4 
reform of the system under:;'; 
which the Ministry 
Finance supervises hanks -- 
while credit assttetatihpsY 
remain the respansibi^y .-hfc. ■ 
local authorities. : v : 

.Osaka bank supervisors;.' 
say ' they.. have tried 1 ', th pefrfjf 
suade the Minis try7 '-off * 
Finance either to assume ^ 7 
responsibility for local .credit " ’ 1 
associations or to help eSh^ -' 
lish a publfcly-sponsdred ‘ 
ukazara kaisha (saucer cori^’ •< 
pany) which would absorb: - 
sound assets of credit- assodU ‘ ■' 
ations that are unable to 
merge with banks. MoF offi- ‘ 
rials are interested in the,' ’i 
proposal hut a final decision . , 
Is unlikely before April 1998 V 
when the introduction of ; ’ 
“prompt corrective action" • ■ 
will create, fresh pressures 
for hard-pressed local fihai^ - 
dal institutions'. ■■ 


THE BREWERS OF NADA • by Michiyo Nakamoto 


Sake is no barrel of laughs 


The future of 
Japan's national 
drink becomes 
clouded by 
changing tastes 


Blessed with clear waters 
that spring from the nearby 
Rokko mountains, plentiful 
rice crops and proximity to 
the ocean, the region of 
Nada, in Hyogp prefecture, 
has become Japan's 
pre-eminent supplier of its 
national drink, sake. 

Nada is renowned 
throughout the country for 
its dry and flavoursome 
sake; many o f the bt gest 
names in the industry, from 
Gekkrffcan - Japan’s 
largest sake brewer - to 
Klkumasamnne and Ozeki, 
are based in the region. 

Nada’s rise to prominence 
in sake brewing, which 
dates back to the 17 th 
century, owes much to its 
location in Kansai, the 
“kitchen of Japan". The 
region supplied Edo, the old 
Tokyo, with gourmet dishes 
while Nada supplied the 
country's capital with its 
alcoholic beverage. Nada’s 
natural environment 
provided plenty of pure 
water, low in iron content 
and was ideal for growing 
the big grain rice that is so 
well salted to the brewing 
of sake. 

“The plentiful water in 
Nada meant that it was 
possible to use w a t erm ills 
to polish the rice grains, 
while the low-iron content 
of tiie Rokko waters meant 
that it was particularly 
well-suited to sake 
production,” says Kazuhiko 
Yamagnchi, managing 
director of the Nadagogou 
Sake Brewers' Association. 

Nada seems secure as 
Japan's leading sake 
region, supplying more 
than 30 per cent of the 
domestic market, but 
changes in the home 



Many of the tracfitional wooden caflare have given way to modem wareions since the earBiqoalm 


market in recent years have 
been troublesome. 

The Hanshin-Awaji 
earthquake of 1995 
destroyed all of the 
centuries-old cellarsin the 
region, including a few 
national treasures. Only 
two brewers have 
renovated their old wooden ' 
cellars, although most of 
the others have built new 
ones. And although the 
earthquake led directly to 
the closure of just one 
brewer, the impact of that 
devastation continues to be 
frit 

Mr Yamagnchi suspects 
that up to 10 of the 48 
c o ncerns which belong 'to - 
the association have 
stopped brewing their own 
sake, insteading buying in - 
liquor from others brew e rs 
and marketing it under . .. 
their own brands. 

But it is a change in 
Japanese eating-habits -that - . 


has been causing most - 
1 concern to the sake - >: /, 

companieS.Sales ofsake 
have fallen 30.' to 40 per cent 
since the 1960s and 70s as 
the Japanese peeple.have ■; 
deyelpped a taste fbr _ 
western alcoholic drinks in 
line with them growing r A 
consumption of western ' 
foods. : 

Consumption^ sake In 
Japan has ; follen from jLTin' 
kilolitres in 1975 to 13m 'Y 
kilolitres last year, 'rid 
sake's share of the market. ' ' 
has fallen from 27.4. per 
bent to l&pec cent over tire 
same period. 

Industry officials also •* v . 
bemoan tire fact that many v 
ponsuniere 7 -specially . - 
axaflngyoimgerdrhilters 

are. moving away from 

drinks with a' high atoahofY 
contect such assake 
towards beer and wine or *. 
spfrits wMch canbe nfixed " 
with soft drinks.' sneb as / - - 


shdthu or whisky. i "--i - YY ; 

- , fin Ini' hrmisdmc -IwlmHnii?'''..' 


timse in the Nada regim^ ^Y 
are now exp^men&jg:^H: 
with products that baro u r< y 
tower alcoholic 
Attempts arebetng mrifettf 
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quality,' 

; . The -industry isaiso-, v |7. Y : ■ 
expanding 

A^ociation . whicii Ji^^^ J ‘ Y ' 
■dp by. 1 KbrewaiesY ^-^7: • 
nationwide," 

.effort to 
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An old culture of innovation 




Continued from Page 1 


that breaking apart as an 
Independent administrative 
unit Is an idea that "we 
haven't given up as an 

ideal." 

The massive public invest- 
ment that has given Kangqj 
an impressive new interna- 
tional airport, a world-class 
science park, new bridges 
and amusement facilities, 
goes a long way towards 
strengthening Kansai’s 
chances of becoming the 
self-reliant, independent and 
dynamic region it aims to be. 


“With the opening of the 
Kansai International Air- 
port, international relations 
will no longer be the monop- 
oly of Tokyo." say Shigeru - 
Matsushita, director and 
senior economist at Sanwa 
Research Institute and Con- 
sulting. 

More needs to be done to 
ensure that private busi- 
nesses, rather than public - , 
projects, become the key . 
driven* of economic growth.-. , 
Steps are being fcakun to pro- 
mote venture businesses, 
encourage foreign direct . 
investment and Interna- ' 


tional exchange and focus 
energies on the development 
of software, such , as multi- 
media content, which is 
expected to be a pillar of eco- 
nomic growthl. 

Kansai also. Is busy build- 
ing relations with Its neigh- 
bours in Asia, a region to 
which it sent more than half 
of its total exports and from 
which if derived more than 
half of ite imports. 

. As the results . 1 of these 
efforts gradually- . -come : 
'through, the region ‘‘-will no 
doubt continue to pdt its 
characteristic inventiveness 
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produefe 5 and serrifas^wlth ^ - f 
sufficient appeal /toi create ■' . ’ 


entirely hew. markets.. .' •* 

__ KatriaiTs- eenranm^ 1 Yj 7 7 1 


ingtoday.m^ht 

live up jtd ite own srij-jtoajg fc - Y- - 

But mt»£ people 

With the 5 c rgnrngnt q'-rif 

InnoJEtnA. - 


long-time resldeht-^irrjffre'^ 
regiom-.^Kansai 

; tUre? Of ‘ 


ek tt.retafrjs v. _ 

‘wffl'b^ all 








I 










f?Sr« v '. 


i*’." 

■i:.^ 




1 --'i 

V4S--S? 

, 4.^ 
•1» -»■• * • 

~ ., _*L « V 
L 


. - 'I ■ 

• ... •$*■' ~ 

" 7^- i! 

•• ..Vli*’ 


. .*'■[? 


-■« 


... . -'5^^ 





sser"-' 

tf- v : ' ■-■ 


FINANCIAL TIMES WEDNESDAY OCTOBER 8 1997 


H N A NCI A I I I M I S SURVEY 


Wednesday October 3 1997 



CARIBBEAN SEA 


100 mu» 


in m 




Pora*do, 


^A^ien the. US pulls out in 2000 after nine 
influential decades, the country will have to 
carve out its own economic and political 
fixture. David Pil lin g and Sally Bowen report 

The final wave of 
a long goodbye 
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O n the surface, at 
least, the Panama of 
1997 Is unrecognisa- 
ble from the country ran 
according to the whims of 
General Manuel Noriega less 
than 10 years ago. 

Since “Operation Jnst 
Cause”, as the US invasion 
of December 1989 was called, 
Panama has sought to 
improve its international 
reputation undertwo elected 
presidents - a welcome 
change in a country that had 
previously endured 21 yearn 
of military dictatorship. 

In 1994 it took the almost 
unprecedented step of abol- 
ishing its own. discredited, 
armed forces. More recently, 
under the presidency of 
Ernesto P6rez Balladares, it 
has begun the process of 
deregulation and privatisa- 
tion. and has lowered tariffs 
sufficiently to gain entry to 
the World Trade Organisa- 
tion. 

As US troops are with- 
drawn in the run-up to 2000, 
when Panama will for the 
first time be given control of 
the canal, the country has 
taken other tentative steps 
to clean up its image. It has 
gone some way towards reas- 
suring international ship- 
pers that the canal is in safe 
hands by passing legislation 
ostensibly to protect the 
canal’s administrators from 
political interference 

(though nnminntinng to the 

board that will run the 
waterway after 2000 have 
raised concerns about possi- 
ble nepotism). ~ - - 


The government has also 
set up a “financial analysis 
unit” to track the flows of 
laundered money that have 
traditionally been siphoned 
through the offshore bank- 
ing centre and the Col6n 
Free Zone. It is about to 
tighten up lax banking 
supervision and establish 
international levels of capi- 
tal adequacy. 

Economically, the country 
has gone through a rough 
patch, but things are picking 
up. This year, growth is 
approaching 4 per cent 
against an anaemic 2.5 per 
cent in 1996 and only 1.8 per 
cent in 1995. 

The better performance is 
being partly fuelled by for- 
eign investments in newly 
privatised industries. In 
May, Cable and Wireless, the 
UK-based telecoms company, 
paid 8652m for 49 per cent of 
Intel the state-owned opera- 
tor. It intends to invest 
$500m in upgrading the sys- 
tem. Foreign investments in 
ports have dramatically 
improved efficiency, 
enabling Panama to win 
trans-shipment business 
from other regional hubs. 

Panama, which ran a 
small budget surplus last 
year, is attempting to 
streamline its $7bn foreign 
debt, the servicing of which 
accounts for nearly 30 per 
cent of government reve- 
nues. Last month, it issued 
8700m of 30-year global 
bands and retired 8800m of 
mainly Brady-bond debt. 
After signing a Brady deal in' 


July 1996. it cemented Its 
return to the international 
markets this January by sec- 
uring a sovereign credit rat- 
ing just below investment 
grade. 

But if these are signs of 
positive change, much in 
Panama has a more familiar 
ring. Mr Perez Balladares. 
although cleanly elected in 
1994. heads a reconstructed 
Revolutionary Democratic 
party (PRD), the self-same 
party that held sway during 
the Noriega years. Many in 
the current administration, 
including Mr Perez Balia- 
dares, served under former 
military governments. 

Praise for the president’s 
economic reforms aside, 
there is unease about his 
apparent desire to seek re- 
election in 1999 by amen ding 
the constitution. While bet- 
ter economic news boosted 
the president’s approval rat- 
ing to 60.9 per cent in Sep- 
tember, only one in three 
people polled said ' they 
favoured a second presiden- 
tial term. 

Mr P§rez Balladares 
admits it is debatable 
whether Panama’s young 
democracy is sufficiently 
sturdy to withstand constitu- 
tional tinkering. “I don't 
want to do any thing to jeop- 
ardise democracy,” he says. 

A united opposition could 
probably rally enough public 
support to block constitu- 
tional change, which must 
be ratified by referendum. 
But it was disarray among 
opponents of Mr P£rez Balla- 


■ Area : . 

■ 78,517 aq km 

■ Po p u lat ion: 

2.73m (1997 

■ Currency: 

1 b J db on (8) = 100 rarrtostnx* 
Rato v & Si -.81 ifarod ratal 


Constitution 


* Official name Republic o! Panama 
| * Form ol elate: Piesdertial 
I democracy with Legislative Assembly 
J and independent judicial system 
( * The executive: Piasdem is bead 
I of stale, elected for a period of five 
I years by intversal adult suffrage; 
l ttiore are two rice-presidents (Tomas 
| G Altarmrano Duque and Felipe 
I Alejandro Vteil and a cabinet 
! appointed by the the president 
I * National legislature: Legislative 
i Assembly. 72 -member unicameral 
! legislature. direcUy doc tod by adult 
| suffrage lor a ported ol five yean 
1 • Legal system The pro-Jdont 
: proposes judges lor tho Supreme 
■ Court; they are approved by the 
I Legislative Assembly to sit tor terv 
I year periods: system pi apf^al 
j originates in courts ol fret instance. 

' rising tu the Supreme Court at the 
I apex 

; • National elections: May 8 1994; 
next elections due tn May 1999 


PACIFIC 


■ Language: Spanish. 

However some Enghsh spoken in 
business centres 

■ Main towns and popuMon 
(1 W0 census) 

Panama City (caottafl 413,505 

David 65.763 

Colon SJ.6S4 


• National government Ernesto 
Perec BaUadares was sworn m as 
president in Se pt e mb er 1994. otter 
winning the May elections with the 
backing ol a coaktton led by the 
Partldo Revotudonaho DemocriUco 
(PRO); the PRO and Its aftos have a 
ohm majority m the Legislature 
Assembly 

* Main poMcal organisations: 

Pro-g ov ernment - 

PRO: Porxido SoBdaridad; Parodo 

LtintaPndBlM 

RopubScano 

Opposition - 

Coordinadora Democrabca Nocronal 
I COM) alliance, comprising the 
Partido Amiifista: Movirmento 
Liberal FtepubBcono NaotonSsta 
(MOLIRENA); Partido Liberal 
Autenbco; Parrxlo Liberal National; 
Paitido Renowocten OvVBta. Partido 
Democrats Crisbano; MORENA 
Ambhahnt - 
Mowmtento Paps Egors 
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1996 

1907 


Estimate 

Forecast 

Total GOP iSbn) 

7S 

8.3 

Real GOP growth {annual % change) 

2JS 

3.5 

GDP per head 

2355 

3,049 

inflation (annua} 96 change in CPQ 

1.3 

1.6 

Industrial production (annual % change) 

-23 

4.0 

Unemployment rate (% of workforce) 

14.1 

12.0 

Money supply. Mi (annual 96 change) 

33 

8.0 

Foreign exchange reserves (Sbn) 

0.9 

1.0 

Government expencSture (96 of GDP) 

203 

233 

Total foreign debt (Sbn) 

7.0 

73 

Current account balance (Sbn) 

-0.4 

-0.5 

Merchandise exports (Sbn)’ 

6.1 

63 

Merchandise imports (Sbn)* 

-73 

-7.6 

Trade balance (Sbn) 

-1.1 

-1.1 


Sources: EU: Etrepo; DatastreanvICV 

dares that facilitated his 
election in 1994. 

Ricardo Arias Calderon, a 
vice-president under the pre- 
vious administration, wor- 
ries that Panama’s institu- 
tions are too flimsy to 
counterbalance a well -en- 
trenched president. “The his- 
tory of Latin America has 
taught us that re-elections 
are one of the biggest dan- 
gers to democracy,'' he says. 

Mr Arias CalderOo points 
to the weak and hopelessly 
overstretched legal system 
and to the press which, 
though far freer today than 
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during Panama's military 
past, is not immune from 
official pressure. The govern- 
ment last month found a pre- 
text to expel a Peruvian jour- 
nalist whose investigations 
bad proved embarrassing to 
the a dminis tration. 

At least one cabinet mem- 
ber acknowledges the appar- 
ent discrepancy between the 
expulsion of a critic and the 
willingness to grant exile to 
several former Latin dicta- 
tors. “Our reputation as a 
dustbin of the world does 
hurt,” he says. 

Panama faces two main 


hurdles in the coming years. 
First, it must develop and 
diversify its service-based 
economy, one that has relied 
heavily on a US presence 
worth an estimated 8350m in 
annual revenue. After 2000. 
the US will be gone and Pan- 
ama will have to find pro- 
ductive uses for reverted 
military areas in the narrow 
strip along the canal. After a 
slow start, the Panamanian 
body in charge of the process 
says it has secured 8800m in 
private investments in activ- 
ities including tourism, oil 
services and manufacturing 


assembly. There is still a 
long way to go. 

The reverted areas aside, 
P anama needs to diversify 
away from its economic 
mainstays: the canal, the 
Col6n Free Zone and off- 
shore banking. In spite of a 
Slbn expansion plan, the 
canal is nearing capacity 
and will need billions of dol- 
lars invested in a third set of 
locks if it is to keep pace 
with the world’s shipping 
fleet Likewise, there may be 
less demand for its free zone 
and offshore hanidng facili- 
ties as other regional states 


liberalise their economies. 

Hopes for diversification 
rest largely on shipping ser- 
vices. and on the nascent 
mining and tourism sectors, 
though the latter could be 
hampered by the territorial 
claims of indigenous commu- 
nities. New export indus- 
tries, such as shrimp farm- 
ing and production of 
high-quality coffee, are 
developing, but exports still 
account for less than 10 per 
cent of gross domestic 
product 

Predictions by Guillermo 
Chapman, planning and 
economy minis ter, that Pan- 
ama will be growing at 
recent south-east Asian lev- 
els by 1999 look optimistic. 
Yet without this kind of 
growth it will be bard to 
tackle the widespread pov- 
erty that exists in spite of 
Panama's middle-income sta- 
tus. Wealth is heavily 
skewed even by Latin stan- 
dards: to walk through Pan- 
ama City, says one observer, 
is to visit Switzerland and 
Haiti in the same afternoon. 

Panama's second, related, 
challenge is to carve itself a 
national identity as 90 years 
of US tutelage come to an 
end. In spite of the vocal 
opposition of some Panama- 
nians, most still favour some 
sort of continued US pres- 
ence. Both governments are 
discussing the possibility of 
US troops being stationed in 
a multilateral drug interdic- 
tion centre at Howard Air 
Force base. 

The imminent reduction of 
US influence has already 
unleashed a jostling for posi- 
tion by other powers, nota- 
bly China and Taiwan. Both 
have investments in strate- 
gic ports, and Taiwan is a 
strong backer of the admin- 
istration. Panama’s invita- 
tion of Lee Teng-hui, 
Taiwan's president, to a con- 
ference on the future of the 
canal last month prompted 
an angry response from Bei- 
jing. Washington is keeping 
a dose eye on such frictions. 

P anamanians have even 
begun to joke about the era 
of Uncle Sam giving way to 
one of “Unde Chang”. But 
behind the bravado lies a 
certain unease about life 
without the US. “The aver- 
age citizen wants some sort 
of US presence so we can 
sleep without nightmares,” 
says one Panamanian offi- 
cial. “We’ve been living with 
a sentry in our back yard 
and it has given us peace of 
mind." 
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2 PANAMA 


INTERVIEW: PRESIDENT PEREZ BALLADARES • by David Pilling 

With clear ambitions 


The president 
says most goals 
have been met 
but he may run 
for office again 

• David Pilling: Your party 
has been characterised as 
centre-left, yet yon have car- 
ried out a fairly comprehen- 
sive liberalisation pro- 
gramme. 

• President Ernesto P6rez 
Balladares: We stand for lib- 
eral economic pedicles with a 
social content. We believe in 
economic growth in so far as 
that translates into improv- 
ing XSaxr -well-being of the 
people. "We believe thing s 
that 'can-be done by the pri- 
vate^seeto- should be done 
by it so.the government can ■ 
use itMcarce resources to da 
things that otherwise would 
not be done. 

• DP: In 1999 how will we 
know whether your presi- 
dency has been successful? 

• EPB: Z think I've com- 
pleted at least 80 per cent of 
what I said 1 would do. 
There's really one big issue 
remaining and this really 
doesn't depend much on me. 
but rather on the economic 
situation and on the eco- 
nomic restructuring working 
itself out. This is the aspect 
of lowering unemployment 
[of 14.1 per cent]. 

• DP: What is the 80 per 
cent you believe you have 
achieved? 

• EPB: Basically to re-es- 
tablish general well-being. 
We inherited a very 
run-down government and 
had to establish an invest- 
ment programme in the 
major [social] areas that 
were unattended. We also 
had' to restructure our 
national economy. 

• DP: Why has economic 
performance been so disap- 
poi ntin g in recent years? 

• EPB: There has already 
been a turning point. We 
have had good growth [this 
year] and hopefully by year's 
end we will be growing at 3.5 
to 3.7 per cent in real terms. 
Next year we hope to be 
doing better than that: aver- 
aging 4U> to 5.0 per cent. 

• Iff 1 : But where do see 
thatvgrowth coining from? 

• EPB: It is coming from 
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Ernesto Pfere z Balladares: econ om ic turning point 


the external links of our 
economy. For instance the 
growth [of trade through] 
the Coldn Free Zone is 
linked to the economies of 
Latin America, which are 
recovering from the Tequila 
effect [after the Mexican 
devaluation of 1994]. It's also 
coming from the industrial 
sector. It's coining from the 
service industries, but basi- 
cally it's related to our 
export of services. Then 
there's been a relatively sta- 
ble growth of industries that 
have a lot of growth inter- 
nally, like construction. 

• DP: Panama was the last 
Latin American state to join 
the World Trade Organisa- 
tion. What are the conse- 
quences of membership? 

• EPB: Import tariffs have 
been lowered to 10 per cent 
on some items, but not 
across the board yet, though 
we are looking forward to 
the day when we can have a 
flat rate. The drawbacks are 
the same as those that can 
happen to any economy 
when it opens up: there's 
going to be a reallocation of 
resources, and certain indus- 
tries are going to become 
more competitive while oth- 
ers will become less so. 
There will be shifts . in 


employment from some sec- 
tors of the economy to oth- 
ers. 

• DP: it has been suggested 
you are seeking a second 
term. Is there a possibility 
of changing the constitution 
to allow for this? 

• EPB: This Is an idea 
being put forward by my 
party. I have not yet made 
up my mind. A referendum 
is the only way to do it con- 
stitutionally in Panama. 

t DP: What will m»kt» op 
your mind? 

• EPB: There are a number 
of factors involved. The first 
is the possibility of ensuring 
all the changes we have 
made ... are not going to be 
reversed. That's a factor in 
the column of going for a 
re-election. A factor against 
reelection is the judgment 
on my part as to the 

strength Of P anamanian 

democracy: I don't want to 
do anything that would jeop- 
ardise that. 

• DP: In the year 2000 the 
canal reverts to Panamanian 
control. How can yon assure 
the international commu- 
nity it will be properly man- 
aged after that? 

• EPB: In fact the canal is 
already being run by us. The 
administrator is a Panama- 


nian and close to 93 per cart 
of the labour force is Pana- 
manian. The rest of the 
labour force - that 7 per 
cent - is probably going to 
remain with us after the 
year 2000 because many 
people want to keep their 
jobs and we have no interest 
in rfispiaHng them Second, 
we have done everything 
necessary to make sure the 
canal operates as it has oper- 
ated since its inception. And 
third, we have been very 
clear in our determination to 
keep the canal operation 
away from party-politics. 

9 DP: When the canal is 
run by a separate Panama- 
nian entity, that surely is 
only one step away from it 
being privatised. Do you 
for esee that happening? 

. 9 EPB: No. I don't at this 
’ time. We don't see that as a 
necessity. On the contrary, 
the canal doesn't draw upon 
national budget funds to 
operate. We see the private 
use of land and waters 
around the canwi [in the 
so-called reverted areas] as a 
different operation from the 
canal itself. And those are 
being privatised. We sepa- 
rated the operation of the 
canal - the transit of ships 
from one ocean to the other 
- from the use of land. 

• DP: Why the resistance 
to privatisation? 

EPB: No. no. There's no 
resistance. It’s just that we 
don't see any reason to do it. 
Nobody has shown me any 
model that would be more 
efficient than the one we 
already have. 

• DP. Panama has a repu- 
tation as attracting drug 
money, laundered money, a 
reputation for being far 
from entirely transparent 

• EPB: We have already 
done many things and have 
been recognised worldwide 
in our fight to clean up the 
use of our banking facilities 
by International crooks. As a 
matter of fact, we have 
become a model for many 
other Latin American coun- 
tries . . . We have just con- 
cluded a congress on money 
laundering, on our experi- 
ence which we shared with 
other countries including 
the US which is, by the way. 
the worst money laundering 
centre in the world. 
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An elusive and 
balancing act continues 
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The lack of a 
democratic 
heritage has led 
to troubles in 
reconciliation 
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Eight years after Panama 
embarked on a path towards 
democracy, leaving behind 
21 years of military rule, 
there are no indications of 
an about-face that could lead 
the country to revert to dic- 
tatorship. 

The military was abol- 
ished by constitutional 
amendment in late 1994 and 
the national police force is 
entirely subordinate to civil 
authority and largely 
respectful of human rights. 

The return to constitu- 
tional rule and the separa- 
tion of state powers was 
orchestrated by the govern- 
ment of president Gufllenno 
Endara, who was victorious 
in the 1989 election but only 
able to take up his position 
after the US invaded and 
ousted general Manuel 
Antonio Noriega later that 
year. Mr Endara also over- 
saw the first free elections in 
many decades. 

Yet, as Mr Endara admits, 
his government’s reform 
agenda was curtailed by the 
need for peace -and political 
stability after the invasion. 
“My government was a con- 
tradiction. My party is revo- 
lutionary and nationalist 
and my government was nei- 
ther," be laments. 

Ernesto Pdrez Balladares, 
Mr Endara's successor, has 
I been more successful in 
pushing through economic 
reform than his predecessor, 
due in part to an alliance 
with two smaller parties that 
gives him a working major- 
ity in parliament Yet he has 
been less successful in creat- 
ing an environment condu- 
cive to political reconcilia- 
tion and continued 
democratic consolidation. 

“The government lacks 
the culture of democracy. 
There's a tendency of impo- 
sition. autocratic rule and 
manipulation of the media,” 
says Ricardo Arias Caiderdn. 
a Christian Democrat former 
vice-president. 

“The transition to democ- 
racy is incomplete. The gov- 
ernment is not helping to 
sow the seeds of a grass- 
roots democracy." adds Italo 
Anttnori, the newly elected 
ombudsman, who has 
accused the government of 
undermining his position as 
an autonomous watchdog of 
the public sector. 

The ruling Democratic 
Revolutionary party (PRD) 
was the party of the military 
dictators, and Mr P6rez Bal- 
ladares. a US-educated for- 
mer bank executive, nick- 
named El Toro (the bull), 
was finance minister under 
general Omar Torrijos, who 
renegotiated the Panama 
canal treaty with the US in 
1977. The party was tainted 
by human rights abuses, cor- 
ruption, and the misuse of 
state powers under General 
Noriega’s rule in the 1980s. 

Following the fall of the 
Noriega regime. Mr P6rez 
Balladares managed to 
revive the PRD and convert 
it into the country's stron- 
gest political force. Yet, 
despite claims that his party. 


has reformed itself, the 
P6rez Balladares administra- 
tion has not managed to 
shake off the image of its 
chequered past 
In a move calculated to 
unnerve critics, the govern- 
ment recently announced 
tbe expulsion of a Peruvian 
investigative journalist, Gus- 
tavo Gorriti, who repeatedly 
uncovered government cor- 
ruption in the dally La 
Prensa. 

Mr Gorritf s investigations 
prompted president Pdrez 
Balladares to admit to hav- 
ing received campaign dona- 
tions from the Cali drug car- 
tel. though the president 
denies having known about 
ft. The US embassy in Pan- 
ama City said the govern- 
ment's decision to revoke Mr 
Gorrxti's residency permit 
raises questions about Pana- 
ma’s commitment to free- 
dom of the press. 

Mr Pfirez Balladares is said 
to have put pressure on 
other newspapers to have 
critics of his government 
fired as welL As he and his 
family have gained control 
of the majority of the televi- 
sion industry through their 
stake in the media group 
Medcam. he will be in a posi- 
tion to wield considerable 
media influence in the 
future. 

This power could benefit 
Mr Pferez Balladares in his 
attempt to amend the consti- 
tution through a referen- 
dum, allowing him to run for 
a second term in 1999. For 
the referendum to go ahead, 
the constitutional reform 
proposal would have to pass 
parliament in two consecu- 
tive periods, once in 1997 
and once In early 1998. While 
hkely to gamer enough sup- 
port in parliament, Mr Pdrez 
Balladares remains 18 per- 
centage points short of win- 
ning the referendum in the 
polls. The most recent trends 
are in his favour, however, 
as he gains greater support 
with each poll and Mr P&rez 
Balladares, considered to be 
a skilled campaigner and 
strategist, is expected to step 
up public spending to boost 
the government's image. 

The proposal has drawn 
heavy flak from his political 
opponents. “Latin American 
history has shown that re- 
election has been the largest 
threat to democracy. Unlike 
a federalist or parliamentary 
system, there Is no balance 
to a strong presidency," says 
Mr Arias Calderfin. He says 
this Is especially true in Pan- 
ama where democratic insti- 
tutions are still weak. 

The performance of the 
current administration will 
not only determine the re- 
election possibility of Mr 
Pfirez Balladares but also the 
credibility of the new demo- 
cratic system. There is a 
growing perception that it 
has failed to bring social 
equality to Panama, which 
has one of Latin America's 
most unequal systems of 
income distribution. Eco- 
nomic reform is generally 
perceived to benefit the elite. 

“People thought that eco- 
nomic injustice would disap- 
pear with the fell of the dic- 
tatorship," says Leopold© 
Neira, a political pollster and 
consultant, “But that has 
not happened.'’ For example, 
critics say the lowering of 
v 


tariffs on consumer goods 
has widened the profits mar- 
gins of a few importers, 
rather than bringing down 
the cost of living for aQ. 

This incipient disillusion- 
ment. which is heightened 
by a lethargic and inaccessi- 
ble judiciary, could poten- 
tially discredit and slow 
future economic reform; 
some analysts say. 

“They are implementing 
economic reform without 
political reform, which is 
like running an engine with- 
out oil - it will overheat and 
grind to a halt,” Says Miguel 
Antonio Bernal, a law pro- 
fessor who has demanded an 
investigation for alleged cor- 
ruption be conducted on the 
PRD-dominated administra- 
tion of the National Univer- 
sity of Panama. 

An attempt to bridge the 
differences between opposi- 
tion parties - differences 
which cost them the last' 
election - in order to defeat 
Mr Pgrez Balladares at the 
polls, is led by the populist 
Amulfista party; Its leader, 
Mireya Moscoso, who lost to. 
Mr P£rez Balladares by 4 
percentage points in 1994, is 
likely to be the candidate of 
the common opposition 
front 

The front would probably 


to fn chyte -the-- lihwaT ~ . 

rena party, which plac^ j ^ . 
fourth in 1994, as well . 

or six smaller parties, car- •""* ' 

rently with ouly ohe seat - 

parliament each. The third 
strongest party, Piapd Egdrfc 1 *^ 
the movement of the salsa; fv ' 
star,- Ruben Blades. , who ; : f /- 
declined to run hi the 1999 . 
presidential race, may join lj 
tiie pact as wefl. ' • : i . 

. Mrs Moscoso stakes no ; 
attempt to differentiate her- - 
self from the autocratic; can- 
diUoH^e .lecdm^hip. of i»r. 
late husband^ who was 
ousted three tiroes from tbe 
presidency by coups and 
allegedly defeated by fraud 
another three times, Her 
party does not oppose mar- 
ket-oriented reform . but . 
argues for. citizen partidpa- _ . 

tion. in the sale of /'state 7 ' 
assets. - She is nearly tied in; •; • 
the opinion polls with presi^ > 
dent P$rez Balladares, fbl- . ■ 

lowed bytbemayur of Pan-, ~V- ' ' 
ama City, Mayin Correa. ' . 

. More important -than' -the f./ f- 
outcome at the elections for ; 
Panama's fledgling democ-V^/ 1 '.’: 
racy,, says Ebrahim Asvat, 
an influential corporate-law-: 
yer. is that they are fair and ' )';. *, 
free. 'The key Is whether the. - V; : 7., 
ERD, .which rigged etebtfons- “ . : 
in the 1980s, can now hold 
free .elections." • :. v ; *-■ , r 
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The government 
has shown 
prudence^bnt 
there is little* 
room to play with 

Wbfiri a foriner Panamanian 
president of the 1940s tried 
to totrodnce new bear- 
ing his own portrait, the 
population refused to accept 
ftwan as legal, .tender. 
Instead. Panamanians pre- 
ferred what had been - and 
remains - the country’s offi- 
cial currency since 1904: the 
US dollar. 

The fact that Panama 
never had its own tender - 
arid more particularly that 
its governments have , never 
had recourse to a printing 
press - has spared it from 
many of the sqotzrges that 
have plagued other Latin 
American -economies. Money 
supply is determined by cap- . 
ltal flows and the balaoce.of 
trade, removing from gov- 
ernment the monetary dis- 
cretion that has been the 
undoing of so many profit 
gate administrations. 

Inflation, which' ran at 1.1 
per cent last year, has con- 
sistently been the lowest in 
the region. Consumers and 
businesses have traditionally 


had access to credit, a lux- 
ury in a continent prone to 
hyper-inflation. 

Panama’s reputation for 
relative economic stability, 
plus the overarching feet of 
the canal and the US pres- 
ence, has cemented its role 
as a service economy based 
largely on the trans-ship- 
ment of goods, licensing of 
the Panamanian flag to for- 
eign-own ed mer chant ships, 
the huge Colon Free Zone 
and offshore banking. The 
service sector accounts for 
more than . 70 per cent of 
gross domestic product: It so 
domi n ates that errors and 
omissions have sometimes 
figured larger on the 
national accounts than 
exports. Manufacturing, min- 
ing, utilities and construc- 
tion together make up only 
around 20 per cent of GDP. 

In per capita terms, t frts 
somewhat lopsided develop- 
ment has been largely to the 
good: at about $2,800 per 
annum, Panamanians have 
the eighth highest average 

income in the continent But 
wealth distribution is among 
“the most unequal in the 
hemisphere”, according to a 
World Bank report, which 
says that two-fifths of the 
population lives in poverty. 
Unemployment is put offi- 
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Return of 
the banks 
that fled 

The recovery has * ”“5! 
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So restricted are the powers 
of the National Ranking 
Commission, the nearest 
thing Panama has to a 
supervisory body, that it is 
not even- allowed -to examine 
the most basic bank records. 
According to the banking 
law of 1070, which still holds 
sway, such limits on access 
to information are necessary 
“to protect the interests of 
the bank’s clients and the 
confidentiality that its 
operations require”. 

This state of affairs, says 
Paid Smith, general manager 
of Banco Continental, a Pan- 
amanian bank, stems from a 
period when “the concept ctf 
a banking centre was as a 
tax haven”. In those days, 
“everyone knew about the 
Caymans and the Bahamas. 
First, there was secrecy. Sec- 
ond, there was very light 
s u pervision of banks estab- 
lished in those centres: the 
word ‘money-laundering’ 
hadn't been invented yet." 

Tax exemptions, relative 
stability, a doDar-based econ- 
omy, low inflation, and 

ffnanra* oper a tions related to 
the Col6n Free Zone com- 
bined with a loose regula- 
tory framework to build Pan- 
ama Into an offshore 
banking centre of respect- 
aide aiyg- Many banks set up 
regional .headquarters in 
Panama City where they 
captured dollar deposits for 
landing in Colombia, Argen- 
tina, Brazil, Venezuela and 
elsewhere. In the early 1980$, 
total bank assets reached 
nearly $50bn. . 

The mr«inan debt crisis of 
Ifwa, co m pounded by Papa-- 
■ nut’s own economic and 
political woes in the mid and 
late-lSSOs, led to huge capital 
flight By the end of 1988, the 
sector’s total assets had 
dropped to ULShrt Several 
hawks had pulled out alto- 
gether: 

The .gradual retain oi 
political stability since 1989 
has .helped reverse this 
<i«tt-Rnfe. By the end of 1996 . 
there were 108 banks operat- 
ing in Panama with total 
assets of $34bn. Of these, 84 
were foreign bank branches 

or representative offices and 

24 1 were domestic banks. 
Total deposits were $KL8bn 
of which $l5-4bn were off- 
nhrov i. The sector contributes 
more than 10 par cent of 
national income, part 1 ? 
because of laws insisting 
that ' represented banks : 
mgfntflin a physical presence 
in Panama. , 

The recovery has not 
stemmed pressure, both 
tw»«-flgrinn*l and domestic, 
to up- the sector far - 
then The government has- 
drafted a new banking law, 
due to be passed early next 
year, which will beef up the 
powers of the Banking Com- 
mingirm increase banks’ cap- 
ital requirements and adopt 

Basle. standards for- risk- 
wfifghted capital 

“Hie new banking law is 


for a mature banking cen- 
tre,” says Ernesto Perez Bal- 
ladares. the president “The 
one we bad was an incentive 
law designed to make Pan- 
ama attractive for 
banks . . . We now want to 
make sure they stay and 
operate according to 
accepted world standards.” 

The planned law, cur- 
rently being discussed with 
bank officials, would build 
on legislation passed In the 
early 1990 b to damp down 
on money laundering. Banks 
are required to report any 
suspicious transactions, 
while deposits or withdraw- 
als of more than $10,000 
must be reported to the 
National Banking Commis- 
sion on a form signed by the 
customer. The use of num- 
bered accounts has dropped 
substantially. 

Same analysts believe that 
if Panama improves its 
Image, the offshore banking 
centre could capture a good 
deal more business. Moody’s, 
the ratings agency, says: “A 
strengthened regulatory 
framework may result in an 
enhanced reputation for Pan- 
ama as a banking centre, 
improving the medium-term 
outlook for this sector." 

Joseph Salterio, chief exec- 
utive officer at Midland 
Bank In Panama, agrees. 
“Now you're seeing banks 
trying to expand as Latin 
America reactivates itself," 
he says. “You'll see a big 
expansion of regional 
operations by major interna- 
tional hawks out of Pan- , 
am” 

Not so, says Mr Smith. 
P anam a will struggle to 
challenge other, more 
sophisticated, offshore cen- 
tres such as the Cayman : 
Islands where banks -bold 
about $400bn in assets. Pana- 
ma’s position as a regional 
banking centre, rather than 
strengthening, could become 
less as other coun- , 

tries in the region get their 
economies in order and liber- 
alise their foreign exchange 
markets, he says. 

“We won’t even get back 
to $5Qbn [in assets] because 
of the structural changes in 
the rest of Latin America ; 
where other markets are 
opening up. More and mote 
banks are going directly into 
their target markets instead 
of operating through Pan- 
. ama.” 

Panama cannot hope to 
■compete with bigger econo- 
mies such as Mexico, Brazil 
and Argentina, says Mr 
Smith. He and other bankers 
believe the best chance of 
growth Hes in Central Amer- 
ica, where Pa na manian - 
based banks could find a 
niche, financing trade and 
infrastructure projects. At 
home, panama’s small retail 
market, narrow m a rgin s and 
crowded marketplace make 
competition tough. 

“Foreign banks settne 
race in terms of competitive- 
ness and productivity," says 
one local banker. The banks 
scoop up most of the busi- 
ness with the handful of 
blue-chip Panamanian com- 
panies, he says, leaving local 
banks to conduct business 
with second-tier companies. 


cially at 14 per cent, and 
may be higher still. The 
bank characterises the econ- 
omy as “highly segmented 
between its dynamic, inter- 
nationally-oriented service 
sector and the domestically- 
oriented sector beset with 
policy-induced rigidities and 
low productivity". 

The government has set 
about softening those rigidi- 
ties with an orthodox liberal- 
isation programme, includ- 
ing deregulating labour 
markets, lowering tariffs 
opening up swathes of the 
economy to foreign capital. 
Ernesto Perez Balia dares, 
the president, concedes there 
will be losers as well as win- 
ners in this process. “There 
has been a serious commit- 
ment to economic reform," 
says a local banker. “Pan- 
ama is trying to drag the 
economic structure into the 
21st century." 

The administration has 
managed the economy pru- 
dently, but there is not 
much room to play with. A 
$7bn external debt forces the 
government to devote nearly 
30 per cent of revenues to 
debt servicing. Concerns 
associated with the debt pile, 
built up through arrears dur- 
ing and after Lhe Noriega 
years, have been partially 


addressed through the con- 
clusion in 1996 of a Brady 
deal that replaced $4bn of 
commercial bank debt with 
new Brady bonds. Last 
month, the government fur- 
ther improved its standing 
by issuing $700m of 30-year 
bonds and retiring $800m of 

mostly Brady debt 

Debt-service, however, 
remains “a high cost we 
have to bear”, according to 
Guillermo Chapman, plan- 
ning and economy minister. 
"But with the growth we are 
forecasting, this level of 
debt-service will soon begin 
to come down.” Moody's, 
which recently awarded Pan- 
ama a sovereign rating of 
Bai - one notch helow 
investment grade - agrees 
the foreign debt is “manage- 
able. provided the govern- 
ment maintains a‘ high 
degree of fiscal discipline”. 
The track record is encour- 
aging: in two or the past 
three years there has been a 
slight fiscal surplus, while 
the government has taken 
the unusual step of passing a 
law forbidding the spending 
of privatisation revenues. 

As for growth, a stronger 
than expected first-half per- 
formance has led the govern- 
ment to raise its estimate for 
1997 to some 4 per cent. 


Marco Fernandez, an econo- 
mist at the Indesa consul- 
tancy. say’s this is "no great 
shakes" compared with some 
fast-growing Latin econo- 
mies. Mr Chapman counters 
that growth is going in the 
right direction after a few 
years when the economy 
was "dropping like a safe 
thrown out of a tenth floor 
window". He believes that, 
as the economy orients itself 
in response to deregulation 
and privatisation, it will be 
able to achieve sustainable 
growth of south-east Asian 
levels. 

Privatisation, as well as 
injecting cash Into the econ- 
omy. has clearly brought 
efficiencies. Tbese are 
strongly in evidence in the 
ports, where foreign invest- 
ments have halved the 
freight costs from south-east 
Asia. In telecoms, the UK- 
based Cable and Wireless 
paid $652m for 49 per cent of 
Intel, the state-owned opera- 
tor. and plans to invest 
$500m in modernisation. 

With the canal operating 
at near capacity and the off- 
shore banking sector 
unlikely to grow signifi- 
cantly. It is not obvious 
where growth will come 
from. Trade through the free 
trade zone could expand. 



Panama City: after the stamp of recent years, growth b picking up 


although there may be less 
call for its services as neigh- 
bouring economies lower 
their import tariffs. 

Much will depend on the 
productive use of the 
so-called reverted areas in 
the five-mile strip along the 
remai that is gradually being 
abandoned by the US mili- 


tary. The government, after 
a slow start, is approaching 
the task of finding profitable 
uses for the land with 
greater urgency. It says it 
has garnered investment 
pledges of $80Qm. 

"By the side of the canal, 
there’s nothing, no type of 
business at all.” says Mr 


Jon AetchaOPanos 

Fernandez. “The canal will 
be more beneficial to the 
country when it reverts to 
Panamanian control” 

If Mr Fernandez Is right, 
US withdrawal may come as 
a blessing. If not, economic 
growth is likely to prove 
insufficient to meet unsatisf- 
ied social demands. 
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The Colon Free Zone is ai present, more than a traditional free trade zone, a global logistics 
center for the world. Its annual commercial transactions reached SUS 11 billion in 1996 
(including imports and reexports). Its more than 400 hectares and its 1,600 established and 
represented businesses, plus its 250,000 visitors reflea the Colon Free Zone's success after 49 
years of experience and leadership in international trade. 

I at the Atlantic entrance to the Panama Canal, it is foe biggest free zone in the Western 
Hemisphere, with toe best geographic location and access to three container ports in the Atlantic 
and one in the Pacific. 

Its proximity to the Tigers of the Pacific, to North America and its relative proximity to Europe, 
makes the Colon Free Zone an ideal hub for the globalization of tire world’s economy. In the 
midst of all ihis, the objective of die Colon Free Zone is to remain the model and showcase for 
the future Hemispheric Commercial Distribution Center, constantly bunding and modernizing 
warehouse, shipping and transit systems for all kinds of merchandise, keeping one step ahead of 
modem technology and always ready to offer the best multimodal services. 

The existence of the International Financial Center, efficient maritime and airport 
infrastructures, the free circulation of the US Dollar as legal tender, a great number of fiscal 
incentives and a sophisticated communications network are but a few of the contributing fectors 
that fariliiaiR the operations of the CF2 and make an ideal setting for international commerce. 

Tbday, almost IpOO international companies benefit from all the services and foci litres offered by 
the CFZ, tided by a special tax system whereby dividends earned abroad or derived from 
offshore operations are exempt from taxes. 

The Colon Free Zone, a global logistics center for 
the world, provides endless possibilities . . . 



For further information, please contact: 

Pedro Campagnani, General Manager, Colon Free Zone, P.O. Box 1118, Colon, Republic of Panama. Tel: (507) 441 5794 / 441 5114 - Fax: (507) 445 2165 

htlp^/www^ianaiieUxHn - http://wwwJ»nalibreJbyjiet 
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INTERNATIONAL RELATIONS • by Raymond Colitt 


THE CANAL • by David Pilling 


After Uncle Sam goes 


US military 
withdrawal forces 
the government 
to look hard at its 
priorities 

Panama's foreign policy, as 
much of its economic and 
political life, has been 
shaped under the influence 
of the US. As the US reduces 
its military presence and 
prepares for its complete 
withdrawal by December 31 
1999, Panama is seeking to 
redefine its position in the 
western hemisphere and its 
identity in the eyes of the 
world. The Former president, 
Guillermo Endara. says: 
“Panama's nationalism 
needs to be dusted." 

“We have had a very spe- 
cial but subordinate relation- 
ship with the US throughout 
this century." adds Ricardo 
Arias Calderon, a former 
vice-president. “We benefited 
materially [from that rela- 
tionship] but we paid a high 
cost in our national identity. 
We've been isolated from the 
rest of Latin America and 
only related with Europe 
and the Far East through 
the United States." 

One of the most graphic 
examples of Panama’s 
regional isolation came after 
the US invasion in 1989, 
when the government of 
then -president Endara was 
denied immediate recogni- 
tion by several Latin Ameri- 
can countries. Its re-entry 
into the 14-member Rio 
Group was postponed until 
after the 1994 elections. 

Pivotal to a change will be 
the return of country’s great- 
est asset, the canal, from US 
to Panamanian control. “Our 
relationship with the United 
States will become much bet- 
ter, less intense. But we will 
also strengthen our interna- 
tional identity." says 
Ricardo Alberto Arias, the 
foreign minister. 

Indicative of the govern- 
ment’s struggle to assert its 
sovereignty while maintain- 
ing a positive relationship 
with the US. is the debate 
over a proposed multina- 
tional anti -narcotics centre 
(CMA) to be installed in a US 
military base. 

The government dismisses 
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critics who say it is merely 
an excuse for continued US 
military presence, arguing 
the CMA could put Panama 
at the centre-stage of 
regional cooperation in the 
anti-narcotics war. The gov- 
ernment has, however, 
rejected the possibility of the 
US keeping military bases in 
support of the CMA. 

Except for the presence of 
additional Latin American 
military personnel, the CMA 
would differ little from the 
anti-drug centre until 
recently operated by the US 
Southern Command at 
Howard Air Force base, 
where information from 
radars, surveillance aircraft, 
and informants is processed. 

In accordance with Pana- 
ma's constitution, which 
requires popular approval of 
any international treaty 
related to the canal zone, the 
CMA is now to be the sub- 
ject of a referendum. Opin- 
ion polls earlier this year 
indicated more than 70 per 
cent of the population 
favours it 

Another test for Panama- 
nian diplomacy is the coun- 
try's relationship with main- 
land China and Taiwan. 
Panama is one of 31 coun- 
tries that maintain diplo- 
matic relations with Taiwan, 
one of Its more Important 
foreign investors. 

Last month’s international 
conference on the fhture of 
the canal, intended to pla- 
cate user concerns over Pan- 
ama's takeover, was a flop 
for both Panama and 
Taiwan. As a result of a Bei- 
jing-led boycott in response 


to the participation of 
Taiwan’s president. Lee 
Teng-hui, only the presi- 
dents of Nicaragua and Hon- 
duras took part, denying Mr 
Lee and P anama the interna- 
tional exposure they sought 

China is the third-biggest 
user of the canal, and its 
trade with Panama has 
increased through Hong 
Kong, which exports $l.l5bn 
of consumer products to 
Panama’s free trade zone for 
resale. The Hong Kong cor- 
poration, Hutchison Wham- 
poa, recently won important 
contracts to modernise and 
operate ports in Panama. 

President Ernesto Perez 
Balladares said he stood by 
his country’s ties to Taiwan 
and suggested the Chinese 
could “go around Cape 
Horn" as an alternative to 
the renal. Yet Mr Arias, the 
foreign minister, says “we 
hope to be able to maintain 
relations with both countries 
and think this is entirely 
possible". 

One of Panama's new for- 
eign policy initiatives has 
been an aggressive agenda of 
trade talks . Though Panama 
has few export products, it 
considers access to markets 
as a prerequisite lor attract- 
ing foreign investment. “We 
are a small economy and 
must provide access to mar- 
kets for investors to take 
advantage of our geographic 
position." says Yury Moreno, 
who heads the country's 
bilateral trade talks. 

Rather than joining the 
Central American Common 
Market and Andean Commu- 
nity. its natural trading part- 


ners, Panama has instead 
decided to negotiate free 
trade agreements with both. 
In a presidential summit in 
P anama City last July, all 
central American countries 
pledged to reach a free trade 
agreement with Panama 
within one year. 

According to Mr Arias, 
Panama preferred to stay 
outside the trading blocks 
because membership of 
either would have forced It 
to negotiate with a third 
country at a much slower 
pace. Panama expects to 
sign a free trade agreement 
with Chile this year and 
with Mexico early next year. 

With Chile, tariffs will be 
eliminated on 70 per cent of 
products imm ediately. The 
remaining tariffs will be 
phased out over periods of 
five, nine and 15 years. Agri- 
cultural products such as 
sugar, bananas, and toma- 
toes were granted the lon- 
gest protection. Most of 
these agreements, says Mr 
Moreno, cover goods and ser- 
vices, investment, intellec- 
tual property rights and 
state purchases. The service 
industry accounts for 70 per 
cent of Panama’s gross 
domestic product. 

Panama has recently 
joined the Andean Develop- 
ment Corporation (CAF) and 
is formally entering the 
World Trade Organisation 
this month. But the coun- 
try's image abroad has been 
blotted by its policy of har- 
bouring deposed politicians 
escaping justice, from ex- 
president Abdald Bucaram 
of Ecuador to Guatemala’s 
former president Jorge Ser- 
rano. who is wanted on cor- 
ruption charges. 

Explains Mr Arias: “You 
normally don’t make deci- 
sions on political asylum 
because they are wise or 
benefit the country but 
because a person needs that 
asylum." 

There is a double standard 
at work, however. Colom- 
bians crossing the border 
into Panama to escape vio- 
lence provoked by paramili- 
tary activity do not receive 
refugee status, despite 
requests by the UN Higb 
Commissioner for Refugees. 


Control of the instrumen 
of the nation’s destiny 


The transfer of 
Panama’s greatest 
asset from US 
control raises 
many questions 

A mare hamburger’s throw 
from the grand stone build- 
Izig that houses the Panama 
Canal Commission are the 
golden arches of a 
McDonald's fast-food cat- 
ena At midday on Decem- 
ber 31 1999, McDonald’s 
will, as usual, be doing a 
brisk trade serving ham- 
burgers to Panamanians 
brought up in the American 
way. But at the Panama 
Canal ' Commission every- 
thing will have changed. 

Control of the canal, jeal- 
ously guarded by the US for 
more than 80 years, win be 
handed over to Panama. It 
will, say US civil servants, 
be the first time a US federal 
agency has been transferred 
to foreign controL 

The prospect is cansing 
mild concern within the 
shipping industry. Some 
have expressed fears that 
the renal, which handles 4 
per cent of international 
maritime trade, conld 
become subject to political 
influence and that its 
smooth running might suf- 
fer as a consequence. 

Such anxiety is misplaced, 
says Richard Wainio, the 
canal's American executive 
planning director. Already 
93 per cent of the nearly 
8,000 staff operating the 
eawai - including its admin- 
istrator - are Panamanian. 
Many of the Americans now 
working for it will continue 
to do so after 1999. 

“Concerns about corrup- 
tion and efficiency have 
been expressed by a number 
of carriers," says Mr Wai- 
nio. “But Panama has a his- 
tory of bring more efficient 
than most countries yon 
would characterise as third 
world’." 

Besides, says Alberto Ale- 
man Zobieta, the canal's 
Panamanian-born adminis- 
trator, Panama's congress 
has unanimously passed a 
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law, backed by a constitu- 
tional amendment, designed 
to “prot ect the canal from 
political pressure and 

ffBWiipnla^ on". 

The canal win be run by 
an 11-member board, only a 
minority of whom can be 
nominated during , any five- 
year presidential term. The 
chairman of the new board 
will have a cabinet position 
in Panama’s government. 

The legal framework will 
give the new Panama Canal 
Authority “the financial and 
operating Independence that 
are vital to running an 
enterprise,'’ says Mr Ale- 
wiin. “It’s going to be run as 
a bu s ines s - an autonomous 
activity." 

But independen ce, say 
critics, has been compro- 
mised by last month's 
announcement of the presi- 
dential nominations to the 
new board. These included 
relatives of Mr Prirez Balla- 
dares as well as members of 
the Revolutionary Demo- 
cratic party who served 
under General Manuel 
Noriega. 

One western diplomat 
says the new arrangements 
will not protect the canal 
from political tampering. 
But, he says, the Panamani- 
ans have a strong economic 
incentive to ensure the 
canal continues to run 
smoothly. 

The new body, like the 
commission it supersedes, 
will continue to pay a little 
more than 15 per cent of 
gross toll revenues to the 
Panamanian government, 
plus two animal lump sums 
of 810m. In 1996, payments 
amounted to $104.6m. The 
new canal authority is com- 
mitted at least to matching 
the sum transferred to the 
Panamanian government in 


the last year of US control. 

The canal will also con- 
tinue to fund its Slbn mod- 
ernisation programme, due 
to be completed by. 2005 and 
designed to raise capacity 
by a fifth. The project, 
which wifl widen the nar- 
rowest part of the canal and 
upgrade lock equipment, 
will be financed entirely 
from income. 

If demand for use of the 
canal, which handles an 
average 37 ships a day, rises 
as quickly as expected, the 
current expansion pro- 
gramme will not be enough. 
Air Alem&n says it will then 
become necessary to con- 
sider building a third set of. 
locks, which would raise 
capacity further and allow 
so-called “post-panamax"' 
ships - those too large for 
the present Jocks - to pass 
through. Some . shipping 
experts say the canal could 
rapidly become obsolete 
unless new locks are built 

One study estimates this 
would cost at least $8bn, 
though Mr Alemdn believes 
it could be done for consid- 
erably less. Either way, the 
canal would need to borrow 
money for the first time in 
its history. One option, says 
Mr Aleman, would be to 
issue bonds internationally. 

Such a move might take 
the canal a step closer to 
possible . privatisation, a 
prospect that even the most 
rigorous free marketeers in 
Panama’s government refer' 
to only in hushed voices. 
“You can never say never," 
says Mr Aleman. “But for. 
Panama the canal is highly 
significant a national trea- 
sure." 

Nonetheless, he says, the 
canal will be run more like 
a profit centre than its cur- 
rent federal agency status. 


allows. Although - he does 
not foresee any l ay-of& 
some tasks carried out by 
employees ^wSl he con- 
tracted out. These is sob* ;; 
nervousness among' staff 
th a t salaries - wbach riart 
at the US minimum wage' - ; 
may come under pressma:" 

There is also spwndatfoa 
that Panama may'he 
tempted to raise canal tolls ■ 
in an effort to sqqeezemwa ■ 
revenue from its siagfe most - - 
important asset. TheBSias 
already sanctioned. :a '/fiwk . - 
phase toll foaess^i&’jtBi 
: over Id per cent, 
pleted by next yeari The 
idea is_to take, th& pressare 
off Panama .to raise 
immediately afterlt tokfct .. 

over. US grain shippers, fhe : 
canal’s biggest users,jhaye v ’. 
expressed more concern^, 
over toll increases, 
about transfer' of -eomrdCi. 

“No-one here isilfiye' 
enough to raise -topS -astro-V_ 
nomicaily,” saysMrWaimou ■ 
“Panama .won’t doj that. 
They undexstahd markri . * 
forces and elasticity." Con- • 
trary to common perception, 
he says, the canaL does not 
have an absolute monopoly, 
“If yon raise tolls hr ifeffi-' 
deucy goes down, Irade wiU . ; 
go elsewhere.”- .. 

The Other mata pending - 
question is the seenritygf 
the canal, now protects tig.. ; 
a' dwindling number- of US 

troops. Panama has- dis- 
banded its own armed farces : 
and will have to spend- 
money on defending tbfe 
canal, which is vnlnecaMe 
to terrorist attack. US dfplo- r - 
mats are also believed .to be . 
concerned by What they p«> - - 
ceive as Chinese -influence,- . 
following the adjudication 
last year, of two strategically : 
placed ports to Hong Kong-; 
based HntchisonWhampoe.- 

Mr Alem&n insists that, 
political intervention in any 
fixture problems, whether 
external or internal, “is an 
absolute no no**. “For 83 
years the canal has been run 
as a US federal agency," be 
says. “Panama is- saying we 
will now run it as a corpora- 
tion — more effidenfiy.tbah 
.at presents" 


THE REVERTED AREAS • by Sally Bowen 



Now for malls and hotels 


The bases are 
being converted 
for commercial 
concerns of every 
conceivable type 

At the very least it was 
embarrassing. The same 
piece of land, until recently 
part of the US-controlled 
Canal Zone, suddenly had 
three owners claiming it: 
Hutchison Port Holdings of 
Hong Kong, the Kansas City 
Southern Railway and the 
new airport at A1 brook. 

It is an administrative mis- 
take which is likely to cost 
the Panamanian government 
some $60m in compensation. 
For Hutchison to cede the 
land, which is essential for 
future rail and air 
operations, an expensive 
attempt to purchase 40 hect- 
ares to make up for the loss 
will need to take place. The 
space is required for expan- 
ded container operations at 
the port of Balboa, which 
was recently acquired at pri- 
vatisation. 

This Is typical of the lack 
of co-ordination in dealing 
with the “reverted areas", 
say critics. They also accuse 
the Interoceanic Regional 
Authority (ARI). the govern- 
ment body charged with 
managing and finding new 
uses for the former military 
bases, of dragging its heels. 

Nicolas Ardito Barletta, 
ARTs chief - a former Pana- 
manian president and senior 
World Bank official - denies 
this. “The message Is. ARI is 
moving," he says. “In the 
US, the conversion of a for- 
mer military base to civilian 
use takes three to five years 
on average. We received 
Forts Davis and Espinar less 
than two years ago and they 
are 85 per cent privatised. 
Fort Amador reverted under 
12 months ago and we 
already have contracts 
worth $3Q0m on it." 

To date, says Mr Barletta. 
Panama has secured invest- 
ment commitments for 
reverted areas totalling 
$800xn which will materialise 
within five years. Largest of 
t h ese is the ambitious tour- 
ism complex planned for the 
three-islands which make op 
Fort Amador, involving a 
luxury hotel, time-share vil- 
las, a cruise ship terminal, 
shopping mall and monorail. 
Work by United Enterprises 
Trust the Korean-American 
consortium of developers, is 


expected to commence in 
December. The reverted 
areas are. in their entirety, 
officially valued at $4bn. 

• The other important 
investments are in ports 
infr astructure. The former 
US Navy seaplane base of 
Coco Solo has been trans- 
formed into two bustling 
container terminals. Tbe 
Arraijan oil tank farm on 
another former base. Rod- 
man, became the site of the 
first significant Saudi invest- 
ment in Latin America sev- 
eral months ago. Here the 
Jeddah-based Alireza Group, 
in a joint venture with Mobil 
Oil. is investing 822.5m over 
three years (and paying 
$40,000 per month's rent) to 
build a modern marine bun- 
kering supply operation on 
the existing oil storage and 
pip el i n e infrastructure. 

Under the master plan 
designed by Nathan Associ- 
ates of Washington DC, 
other areas have been ear- 
marked for ec o-tourism and 
industrial development. In 
June, a Mexican -Spanish 
consortium signed a contract 
to build a $25 m five-star 
hotel at Fort Espinar, the 
former site of the School of 
the Americas. The area 
around Gamboa on Lake 
Gatun, a convenient 35-min- 
nte ride from downtown 
Panama city, will become an 
“ecological village” to rival 
similar ventures in Costa 
Rica, says Mr Barletta. 

ARI also inherits a wide 
variety of buildings and 
installations, ranging from 
bowling alleys and golf 
courses to schools and swim- 
ming pools. Recently, a US 
company took over the 80 
year-old Gorgas hospital and 
will convert it to a modem 
centre for long-term care 
plus drug and alcohol abuse 
treatment 

At Albrook. plans are 
under way for a retirement 
community for US citizens, 
mainly former employees in 
the Canal Zone who wish to 
stay in P anama . The hand- 
ing-back of these huge areas 
- determined as long ago as 
1977, in the treaties signed 
between the then presidents 
Jimmy Carter and Omar 
Torrijos - has provoked 
mixed reactions among Pan- 
amanians. The withdrawal 
of the US military presence 
is welcomed as a “second 
independence" from Amer- 
ica. It deprives the Panama - 
nian economy, however, of 
an income of some $350m a 


year, equivalent to around 5 
per cent of GDP. 

As well as ports and tour- 
ist-oriented projects. ARI is 
attempting to promote 
“maquila "-style export ven- 
tures (with the transforma- 
tion of goods for re-export) 
on selected sites. The first of 
these Is on the former Fort 
Davis base, which is being 
converted to an assembly 
park for small Taiwanese 
manufacturers. They have 
invested $7m to date in 
improving infrastructure. 
Two companies are operat- 
ing so far, with eight more 
expected by the year's end. 

The technology involved is 
intermediate - plastics, 
umbrellas, toys and simple 
electronics - and govern- 
ment officials hope to gener- 
ate several thousand jobs 
through this and other 
schemes. The drawbacks for 
investors are the relatively 
high, dollar-based, Panama- 
nian wages, low levels of 
productivity and the lack of 
industrial experience in a 
service-oriented economy. 


“It’s too early to gauge the 
impact of the reverted areas 
on the national economy." 
says Mr Barletta, “but we're 
hoping far 25,000 new jobs in 
the next four years." ’ ' ". 

Under its current 10-year 
mandate. ARI also ] has 
responsibility for the physfc 
cal environment of the canal 
basin. Mr Barletta is relieved 
at the recent passage of long- ., 
awaited legislation defining 
the use of each zone. Refo- 
restation programmes and. 
the protection of the vital 
watershed from invasion, or 
depredation by ‘landless 
would-be formers are key.'. 

One shadow still lurks : 
over the reverted areas: the 
pollution problem. Unlike- 
their domestic counterparty - 
overseas bases are noi sad* 
ject to US laws requiring 
clean-up prior to reveremir to ; 1 
civilian use; Some identified, 
munitions dumps -will be off - 
limits for years, and there Is 
evidence of other problems;, 
such as l eaking underground .. 
fuel tanks . and left-ores:, 
chemicals. . 


The Financial Times plans 
to publish a Survey on 

Mexican 
Finance & 
Investment 

on Friday November 28 


For more information, please corrtact: 

Michael Geach in New Ybikv ^ 

Tel: +212 752 4500 I' jV 
Fax: +212 319 0704 . : 'i. : 

or Beldon Butterfield In Mexico: -V 5 
Tel: +525 395 5885 .V '7- 
Fax: +525 3954985 - .•«’*. 

or your usual Financial Times 


Surveys 
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Tax exemptions 
in one of the 
largest free trade 
zones have 
boosted profits 

From as dose as Havana and 
as Sr away as Buenos Aires. 

merchants from the entire 
western, hemisphere miw> to 
do their shopping in Pana- 
ma’s Col6n Free Zone (CFZ). 

.one ;of the -world’s largest 
free trade zone. Instead of 
shopping by carts; most visi- 
tors here load up a container 
with an assortment of goods, 
which are swiftly packed 
and sent on the next out- 
ward bound freighter. This 
allows for the purchase of 
assorted goods at bulk rates. 

Only a year ago. the CFZ*s 
future was shrouded in 
uncertainty as a stiff tax rise 
caused sales to drop after a 
decade of continued growth. 
The total value of imported 
goods fell from $5. Um in 19% 
to $4.6bn in 1996, while reex- 
ported goods had diminished 
from a record $5-75bn in 1994 
to $5£2hn by 1996. As well, 
tumbling trade barriers 
throughout the region, it 
was thought, would have a 
devastating impact Several 
merchants packed their bags 
and some pessimists even 
forecasted the imminent clo- 
sure of the CFZ. 

Today the CFZ, with its 
400 hectares of warehouses 
and air-conditioned show- 
rooms nestled on the Atlan- 
tic entrance of the Panama 
Canal, is once again flourish- 
ing and heading for new 
record sales. In the first 
seven months of 1997, the 
CFZ re-exported 1L9 per cent 
more than during the samp 
period the year before. 

One of. the principal rea- 
sons for the recent recovery, 
says Pedro Campagnani, 
general manager of the CFZ, 
is a complete income tax 
exemption for the 1,626 com- 
panies operating in the zone, 
approved in September of 
last year and effective as of 
January 1 1997. The adminis- 
tration of president Ernesto 
Perez Balladares had ini- 
tially increased the income 
tax in June of 2995 from 8.5 
to 15 per cent After protests 
by CFZ users and the impact 





Not tffidng: Shoppers examine atoc trica l goods to the Colfin Free Zone 


the move had on business, 
the government not only 
reversed the increase but 
abolished the income 
completely for all users. 

“The government realised 
the importance of the CFZ in 
the national economy," says 
Nidal Waked, president of 
the CFZ Users Association. 
The free trade zone accounts 
for 14 per cent of GDP and 
employs some 13,000 people 
directly and another 5,000 
indirectly. 

The CFZ also benefited 
from an international public- 
ity campaign for a June 
exhibition of the CFZ in Pan- 
ama City, says its marketing 
director, David Mulgrave. 
The recent modernisation of 
the ports, which brought 
down shipping costs and 
loading time per container. 
has made the CFZ more com- 
petitive. he adds. Before the 
port privatisation, the 
National Port Authority had 
one operational gantry 
crane. Today there are 12. 

The CFZ, which was 
founded in 1948 as a means 
to stimulate the local econ- 
omy during the post-war 
recession, has last business 
from some of its large cus- 
tomers Kke electronics man- 
ufacturing giants Samsung 
and Goldstar. These compa- 
nies used to supply the Latin 
American market exclu- 
sively with imports but now 
produce locally as weH 

Falling tariffs and trade 


barriers throughout the 
region are hitting the 
smaller free trade zones 
more than the CFZ, says Mr 
Campagnani. Rising trade 
volumes to and from Latin 
American, he says, represent 
a growing potential market. 
Shopping tariff free, ironi- 
cally, is not the CFZ’s princi- 
pal attraction, for most 
wholesalers pay tariffs when 
they bring the goods into 
their country for resale. For 
some merchants, the benefit 
is to see the merchandise 
and be able to buy any quan- 
tity at near factory outlet 
prices. 

The delivery time from the 
CFZ to a regional client is 
much less than that of a 
shipment from a far-away 
manufacturer "there is 
always demand for quick 
delivery", says Surse Pier- 
point, who heads Coldn 
Import and Export, «np of 
the CFZ’s oldest users. 
Another key benefit for cus- 
tomers is that they can buy 
on credit As much as 98 per 

pqnt of the mpi-rhanriinp is 

bought this way. - 

Far the manufac turer, the 
CFZ is an inexpensive way 
to stockpile its merchandise 
for regional distribution. 
"What we do is called third 
party warehousing." says Mr 
Pierpoint 

For many large Asian or 
European manufacturers, he 
explains, it is “far less 
expensive to have us own 
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and manage a regional ware- 
house than for them to do 
so. They have none cf the 
worries and can cancel their 
contract with us within 60 
days". 

“The CFZ has a future 
because we continue to pro- 
vide services that go beyond 
zero-tariff shopping," adds 
Mr Waked. 

The modernisation of the 
Pacific to Atlantic railroad 
and its related port facilities, 
which was acquired by Kan- 
sas City railways in Novem- 
ber of 1996, can also be a 
part of this success. It will 
allow larger tankers to be 
serviced on either side of the 
canal with the possibility of 
transporting their goods to 
and from the CFZ efficiently. 

More and more light- 
weight products, like micro- 
chips. leave the CFZ by air, 
and the up-and-coming pri- 
vatisation of the nearby 
France field airport is expec- 
ted to speed up this trend. 

Nearly one-quarter of all 
products come from Hong 
Kong, followed by the US 
and Japan. Freight ships 
often return to Asia with 
spare cargo capacity. Mr 
Campagnani seeks to chan- 
nel more Latin American 
exports to Asia through the 
CFZ. “We want to become 
the world's show room for 
Latin American export prod- 
ucts," he says, “not only for 
its import products.” 











Advantages of the Panamanian Open Registry 

Panama ranks as the world’s leader in maritime activity because of the numerous benefits we 
offer those who use our services. Shipowners from all over the world choose Panamanian 
registry over the many alternatives available in this competitive international business. 

Among the most significant benefits offered by Panama’s open registry are: 

• Quick and simple registration procedures. 

• Competitive fees. 

• Open to owners of any nationality. 

• Dual registry permitted. 

• Reliable and. secure system of naval mortgages. 

• No restrictions on age of tonnage. .. . . nxMriS 

• Panama is an active member of the International Mantime Organization (IMO). 

• Excellent legal and consulting assistance available. 

: jffissKSSrst. ». « — . ■— - 

58 of diem specializing in lending support to the mantime industry. 

In addition, we have the experience acquired over 71 years of uninterrupted service, which has 
gained us the respect and patronage of die industry. 


PORTS AND INFRASTRUCTURE • by Sally Bowen 

Bustling 
with new 
investment 



Expansions bring 
a fresh confidence 
to the ports and 
other building 
schemes 

Close to the Panama Canal’s 
Atlantic mouth and the 
run-down city of CoI6n, 
three fast -growing ports - 
two of thpm brand-new - are 
jostling for business. One is 
controUed from Taiwan, 
another from Hong Kong, 
while the third is a US-Pana- 
manian joint venture. 

“TTiere's been a revolution 
in Panama’s ports but we 
have not realised it yet," 
says Marco Fem&ndez. an 
independent economic con- 
sultant. 

Leading the revolution is 
Manzanillo International 

Ter minal (MTT). a joint ven- 
ture between Motores Inter- 
nationales of Panama (origi- 
nally an importer and 
distributor of Lada cats from 
tbe USSR) and Stevedoring 
Services of America (SSA), 
the world’s second largest 
ports operator. 

Motores’ initial $l0m 
investment plan to expand 
its prime site into a small 
port has mushroomed since 
the 1993 alliance with SSA 
the partners have spent 
3130m so far in dredging, 
infilling, building and equip- 
ping container berths. 
Another $80m will go into 
the terminal by the end of 
1998. MIT is already the larg- 
est trans-shipment centre in 
Latin America and one of 
the 10 mast efficient parts in 
the world. 

“We can hit 33 container 
moves per crane per hour," 
says Carlos Urriola, MIT's 
vice-president for marketing. 
“Over 25 is superb any- 
where, 40 is Singapore's 
level. And we’ve done all 
this in eighteen months," he 
adds, pointing with some 
pride to the six huge “Pana- 
max” and “post-Panamax" 
gantr y cranes plucking con- 


tainers from ships while top- 
loaders swing them into 
position on the quayside 
according to instructions 
received from the fully-com- 
puterised control room. 

In recent months, MIT has 
slashed freight costs for con- 
tainers from south-east Asia 
from £4,000 to less than half 
that amount. Competition 
from even newer rivals. 
Evergreen’s Colfin Container 
Terminal (CCT) and Hutchi- 
son Port Holdings' Cristobal 
operation, may trim costs 
further. 

Taiwan's Evergreen is the 
world’s largest container 
shipper and some 40 per cent 
of CCTs initial custom will 
come from ships of Its own 
line. “But we'll be challeng- 
ing on price and service." 
says CCT president, Edward 
Horng. “We expect to take 
business away from King- 
ston, Jamaica. Ships can 
save a day by discharging 
here and continuing through 
the canaL" 

CCT is investing $100m in 
the first phase of its 
operations at Coco Solo, a 
former US base on long 
lease. The first two cranes 
and container berths will be 
operational by October and 
two more gantries will be 
delivered by the year's end. 
Mr Horng expects to com- 
pete for some China trade 
with the P anama subsidiary 
of Hong Kong-based Hutchi- 
son Port Holdings, which is 
just taking over operations 
across the bay at tbe recent- 
ly-privatised port of Colfin. 

Is there really room in 
Panama for three world-class 
container terminals? "It is 
better to ask if we will leave 
room for terminals in any 
other countries in the 
region." says a confident Mr 
Urriola. 

Although Hutchison is the 
only ports venture resulting 
from a straight privatisation, 
Panama can claim consider- 
able success in attracting 
foreigners to invest in decap- 
italised infrastructure. GulI- 



Manzan9o wu the first port to be privatised 
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lermo Chapman, planning 
miwtetpj- since the start of 
the Perdz Balladares admin- 
istration. says, “we've been 
able to demonstrate to the 
public and the workers that 
privatisation is effective, 
that there are no traumas or 
costs, only opportunities." 

Privatising the ports of 
Cristobal and Balboa 
involved reducing the state's 
1.700 employees to some 300, 
but generous compensation 
packages “soon calmed the 
initial storm of protests,'* 
says Mr Chapman. 

New private sector invest- 
ments in Panama’s infra- 
structure over the past few 
irwritha include: 

• The purchase by Britain's 
Cable and Wireless (C&W) of 
a 49 per cent stake in - and 
full management control of 
- former state telecommuni- 
cations monopoly Intel. The 
5652m offered by C&W was 
well above the $500m mini- 
mum and $200m ahead of the 
only rival bid from GTE of 
tbe US. Panama’s current 
density of 12 lines per 100 
inhabitants affords signifi- 
cant growth potential- C&W 
has announced phased 
investment of $ 5 72m to 
Increase fixed Anra to 500,000 
from the current 330,000 and 
to acquire the “A" cellular 
telephone band. Bell South 
of the US purchased the “B" 
band last year for an unex- 
pectedly high $72m, which 
C&W is legally obliged to 
match; 

• Hie concession of the 141- 
year-old, 60-mile trans-isth- 
mian railroad which links 
Panama City to tbe Atlantic 
port of Col6n by Kansas City 
Southern Railway. The US 
company, which also 
recently moved into Mexico, 
Will invest a minimum of 


330m, and. possibly as much 
as $50m, in upgrading the 
narrow-gauge track to stan- 
dard r ails Kansas City aims 
to head an international 
trans-shipment operation 
which government officials 
say could generate revenue 
of $420m-plus a year; 

• Concessions for construc- 
tion of the northern and 
southern bypasses around 
Panama City, crucial in 
order to clear tbe clogged 
city highways. PYCSA of 
Mexico, whose investment 
commitment totals some 
5320m. has almost completed 
the northern stretch of toll 
road and has started the 
80km P anama City to Colon 
highway. ICA, also of 
Mexico, is investing in the 
5250m “southern corridor” 
link to Tocumen interna- 
tional airport. Part of the fin- 
ancing comes from a once- 
controversial scheme to 
allow ICA to sell land near 
the small, downtown Pat ti Ha 
airport. 

Private sector involvement 
in provision of energy and 
water and sewerage services 
is moving ahead. ICA, 
together with the Canadian 
subsidiary of US-based Gen- 
eral Electric, recently won 
the often-postponed tender 
for the 126MW Esti hydro- 
electric plant in western Chi- 
riqm province, with the low- 
est proposal of 5219.6m. 

Generating assets belong- 
ing to the state's hydroelec- 
tric energy resources agency 
IKHE are slated for privati- 
sation next year, probably in 
six or eight units. Transmis- 
sion, however, is likely to 
remain in state hands- The 
private sector Is being 
enticed into water and sew- 
erage investment, currently 
a state monopoly. 


ProPrivat 

MINISTER I(.) DE HACIENDA Y TESORO 


PANAMA HAS PRIVATIZED IN 1996 AND 1997 


1996 Balboa & Cristobal Seaports 

1996 Mobile Cellular System-Band B. 

1997 Horse Race Track Administration 


US$22.2 Million annual fee Hutchison Inc. 


US$72.0 Million 
US$2.2 Million 


1997 Telecommunication Sales of 49% of Stock US$652.0 Million 


Bell South 


Equs fbwnbig 


Cable & Wireless 


STILL TO COME: 1997 -1998 

Idaan Potable Water Plant (Boot) 25 year contract, fear companies qualified 

for public bid. 

Public Registry Outsourcing contract to replace microfilm 
for optic imaging, four companies qualified 
for public bid 

Casino Operations Contract for 14 slot machine parlors and 8 full 
casinos, six companies qualified for public bid 

Convention Center Administration 25 year contract with hotel and easnm option, 

three corporations qualified for public ted 

La Victoria Sugar Mills Sale Qualification process to initiate August 26, 1997 

Tocumen Airport Administration 25 year contract qualification process to start 

September/October 1997 


Alejandro B. Kouruklis, LL.M. 
Office of the Director General for 
Consular and Maritime Affairs 
P.O. Box 5245 

Panama 5, Rep. of Panama 
Tel- (507) 2704)166/0277/0326 
Fax: (507) 2704)716 


Patricia Martin, E.E. 
Director, SEGUMAR 
6 W. 48th Street, 10th Flow- 
New York, NY 10036 
Tel: (212) 869-6440 
Fax: (212) 575-2285/2288 

Website: www.segumar.com 


PANAMA... A GOOD PLACE TO DO BUSINESS. 


For mors Mbrmaflon, please csdl Dr. Alfredo Mada at Tel: (507) 225-0123/4387/0630 Fax: (507) 
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TOURISM * by Sally Bowen 


Short on 


promotion 


Hie business 
visitor is well 
catered for but 
tourist amenities 
remain sparse 


Let's admit it: Panama 
suffers tram something of an 
image problem. In addition 
to having a prominent US 
military presence, the coun- 
try has long been viewed 
from abroad as a haven for 
deposed Latin American 
heads of state, leaders of 
failed coup attempts, embez- 
zlers and money la under ers. 

For Kalli and Pieter Ernst, 
however, operators of Cap- 
tain Morgan’s beach bar and 
scuba diving school on idyl- 
lic Contadora Island, Pan- 
ama is an undiscovered par- 
adise of rare natural beauty 
where “dreams come true". 

Giving up their respective 
jobs as banker and police- 
man in Germany, the 
brothers arrived in Panama 
just a month after the late 
1989 US invasion that top- 
pled the infamous P anama . 

nian strongman Manuel 
Noriega. When an ambitious 
project to develop the nearby- 
island of San Jose fell 
through, the brothers rented 
a white-sand beach close to 
tbe Contadora resort hotel 
and have never looked back. 


To date, and for all the 
talk of unlimited tourist 
potential, Contadora (better 
known internationally for 
the 1983 conference that 
gave birth to the four-nation 
group) is Panama's only real 
tourist resort. A series of 
rustic-looking wooden build- 
ings hidden in the wooded 
area behind a long, spar- 
kling beach conceal a sur- 
prisingly comfortable four- 
star accommodation. 

Two pools, a nine-hole golf 
course, simple but good cui- 
sine plus free drinks and 
water sports make Conta- 
dora "one of the best-kept 
secrets in Central America", 
says the aQ-in resort's resi- 
dent manager. Trinidad-born 
Arthur Stanley. In high sea- 
son - November to April - 
80 per cent of the guests are 
foreign, the hotel crowded 
with Canadians fleeing the 
rigours of a northern winter. 
At other times, locals hop- 
ping on to tbe convenient 
$45, 17-minute Aeroperlas 
flight from Panama City's 
downtown Paitilla airport 
account for more than half 
the visitors. 

P anama remains underde- 
veloped for tourism. It has 
hundreds of kilometres of' 
unspoiled beaches along 
both its Atlantic and Pacific 
coasts. “But," says Miguel 
Cortes, head of the Panama- 
nian hotel chamber, "in all 
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Addressing a land-rights congress pefl). Leisure facilities (above) and mines era the tesum Joni*** 


that enormous area there 
are only 420 first-class beds.” 

Both the last gove r n m ent 
and this one have stressed 
Panama’s eagerness to pro- 
mote tourism as an alterna- 
tive source of revenue. 
Under the former president, 
Guillermo Endara, a $885m 
tourism master plan arm ed 
to more than double gristing 
. hotel rooms to over 18,000 by 
2002. By then, it was 
suggested, Panama could 
attract L8m tourists a year. 

More recently, a promot- 
ional 1994 law cut cumber- 
some red-tape and decreed 
that tour ist investment pro- 



History and nature meet the colonial ruins at PortobeUo 


jects would be approved in a 
maximum of 60 days. It also 
proffered generous incen- 
tives and benefits, innlnHing 
20-year exemption from real 
estate t a™ and duties on 
import of essential materi- 
als. 

Unfortunately, though not 
unpredictably. the initiative 
has partially backfired. The 
number of luxury hotels has 
increased in Panama City, 
but their owners are con- 
struction companies and 
banks taking advantage of 
the incentives, not hotel 
operators. The target market 
remains the business travel- 
ler, not tbe tourist And crit- 
ics of the tourism promotion 
law say the duty-free import 
clause is widely abused. 

Now, with some 2,000 
extra first-class hotel rooms 
in the capital, hotel opera- 
tors must prepare for a sav- 
age price war. And the gov- 
ernment, say tour agents, 
must eliminate current 
incentives in favour of pro- 
motion of the regions where 
beaches, water-sports facili- 
ties, and eco and adventure 
tourism potential make Pan- 
ama a real rival to neigh- 
bouring Costa Rica. 

According to Cesar Tribal- 
dos. director of the national 
tourism institute IP AT, Pan- 
ama will welcome some 
470,000 visitors in 1997, 
around 7 per cent more than 
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Crossroads of World Trade 


As the U.S. continues the process of turning over to 
Panama its military bases around the Panama Canal, 
the country has undertaken the largest real estate 
project of the century. 


The Autoridad de la Region fnteroceanica (AR!) is at 
the helm of this effort and is offering ideal locations and 
facilities for companies expanding into Latin markets. 
Already, investments in the canal areas are adding up: 
projects representing $800 million over the next five 
years will be undertaken by Mobil Oil, Hutchison 
Whampoa, Evergreen, Stevedoring Services of 
America, United Enterprise Trust Group, UNESA 
and many others. 



Warehouses, offices and access to air. saa and land 
transportation are now available In the Panama Canal areas. < 
. These facilities are Ideal for industrial parks, research centers 
and residential developments. 


These investments are on solid ground. Panama is 
home to an International banking center, the largest 
free trade zone outside Asia and a stable, doliar-based 
economy. The Government of Panama has 
implemented business incentives, undertaken 
privatizations and reformed the country's labor, 
maritime and tourism laws. 


Please send me more Information on: 


i Name: 


Position: 


Call ARI to find the right location for your company 
in the canal arras, the crossroads of world trade. 


Company: 


Address: 


>Kari 


t Telephone: 


c Email: 




last year’s 442,000. Tbe 
$305m they spent in 1996 
made tourism an important 
revenue-earner for P anam a, 
after Its b anking sector, tbe 
canal and the Col6n Free 
Zone. 

“But the government is 
confused," says the Conta- 
dora hotel’s Mr Stanley. "So 
far, Panama doesn't under- 
stand vrbat a tourist is: it's 
not someone who comes 
here to buy stereo-equip- 
ment.” 

Glossy in-flight magazines 
on Panama’s international 
carrier Copa and local car- 
rier Aeroperlas exalt the 
splendours of the Atlantic 
islands of Bocas del Toro, 
but they are more easily 
accessible from Costa Rica 
and their rustic facilities 
attract only back-packers 
and the most stalwart of 
travellers. The Darien jun- 
gle. say travel brochures, 
boasts 12 different “life 
zones" and 10,000 botanical 
species, but the area is hard 
to reach and regular cross- 
border incursions by Colom- 
bian guerrillas are an obvi- 
ous deterrent to tourist 
development 

Tbe San Bias archipelago 
counts 360 unspoiled islands, 
some 50 of them inhabited 
by the Kuna Indians. The 
women still wear colourful 
traditional dress and sew 
multicoloured "molas”. intri- 
cate embroideries featuring 
the islands' wildlife - birds, 
fish and monkeys. The 
islands are self-governing, 
however, and non-natives 
cannot own property. So far, 
the Kuna reject mass tour- 
ism: what accommodation 
exists is in primitive cabins. 

“Panama has impressive 
potential," sums up a realis- 
tic Mr Cortes. “But despite 
the law, tourism is not genu- 
inely on the government’s 
agenda. If it does not act to 
correct the skewed supply of 
accommodation and design a 
real strategy for develop- 
ment, nothing's going to 
happen." 
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the sake of 






'■5W *!• 


The Kuna try- to: 
save a lifestyle 
under threat 
from tourism and 


mining 


When the sun rises oyer . 
sleepy, picturesque . . 
Kurbfski island in tbe 
Caribbean Sea, some 200 - 

kilometres north-east of 
Panama City, its 
inhabitants, the 'Kuna - - 
Indians, axe already busy 
harvesting coconuts. 

h unting Per fishing from 

their cayucos, or 
one-masted canoe-like sail 
boats. For centuries these 
have been their primary 
economic activities. 

Yet their brethren on 
neighbouring Wichub 
Hoala island have found a 
different, more lucrative 
source of income. A daily 
flight from the capital . 
brings in a handful of 
domestic and foreign 
tourists, who each leave 
behind an average of S30 
per day. 

By comparison, coconuts 
are worth 80.10 each and 
are exchanged for staple 
goods such as rice, sugar, 
and gasoline from 
Colombian merchants 
arriving from Cartagena, a 
two-day boat ride away. - 
Kuna women sell colourful 
and elaborate molas. 
painstakingly embroidered 
textiles, to tourists for $5 to 
815. along with seashells 


and other handicrafts. / 

Most say privately ^tm 
tourism has improved the 
quality of life on .the 49 " - 
Inhabited islands' cd the ' 
comarca, an area reserved: _• 
for indigenous peoplesand 
made up of a total of &B9 
Islands. •.-..v.:.; 

- ‘Purism has been good .. / 
for os,” says CharlyPhllfp, / 
a Knna who retnriied to Ida : 
native village after:' . 

working on a DS army base ’ 
for 16 years. "We live ' 

- better now." ; ' 

In an atteihipt tohetter 
distribute the tourfet^ ' : i/\ 
wealth, ^ach visitor mnst' ?. 
pay $025 for takinga'- - iv 
picture of a native and a $L . ? 
tax to tbe community. The! ! 
latter does not alwaya ; -':./ 
reach oon un unity.cqlfari 
and both are controversial - , 
with inhabitants abdl •••••:. • 
visitors. . , . £ : .>V' /; / 

The comarca has retained 
traditionally enjdyed Cor- 
relative autonomy from the V 
centra) government. It is ; - 
run by a general assembly ' 
and each island has its own v 
assembly, led by tiie Zotla. - > 
or ddef. Bnles and social ' /. 
norms are strict. . /.. ' 
Nonnatives are not allowed 
to own or manage ffroperiy, - 
and a bate] backed by 
foreign capital was ijecently ; 
shot down, (toe foreign 
visitor Is said to have been' ' • • 
fined Sl.OOQfor having v u-. 


V > .-.-7 :V / • :■ j/jivt 

- vk-"*‘vSt' ^ ' 


autonomy of comarcwt^.^ 
throughout the country . %' 
/being erbd«t byjhe//. 7 , / 

j govennnent,which has 
utffitng and totnism' , - - 
interests hi the lands 

indigfaioUBpeojplas: --/Vr// V 
Kiirfqiie G&rrldoi ^ 

fromtfre government, :.*:%$ - 
approved legbldtitoUfafft 
•dramatically : ; 

selfcrntehy tire:nattve'’>" ... . 

Indlansln severe ' £ " 

wtomyti i i ;- r - VV v :~ 

. ; “TheJa*s,rea«&ise^t^ - 
culture rij a aiBy^ittrlhiria t . 
and rarrirrofijtetttalrigbt* :Vi 
inti transfer* /: - 

•ail ftrww' ftrWn j 

rinUili ywaT >i«H« ^TwaHt^ ' '"'A 'j- . 


.. gdweilimaiL*-he^ai^; . 

Mr fcarriAoadds tfaaitfre 
corrent waVe af demaiciratic 
dey^t^nwritand eaeomk 

Benefit to the indigenoas - 
peoples of- Panainia. ^. * 

^Nothingrhai; improved -Jy- 
rincelGmwrai Mannel '- ■/'? 
AntontojKoriegaldft, 

V 

.'.tThfc Ktom tuunber «i ,?:• 


CeUkfjm tipia* J m 

Toro provfncesuhd wfc 

largest of five % : k 

indigenons trfl>evih 
Paoama, 33iese hative : ’*»*« 


harassed a Kuna wbman. . :; 

Jesus Alemancia, hh ^ 
adviser to native I n dia n' 
groups, says that 'the ’ 






MINING • by Sally Bowen 


Digging for local support 


Companies are 
working hard to 
combat native 


resistance to 
exploration 


Overlooked for centuries, 
Panama's mining potential 
Is again arousing interna- 
tional investor interest. A 
Canadian company, Tiomin. 
is well established at one of 
the world’s largest undevel- 
oped copper deposits, while a 
decision is pending by Teck 
Corporation and Inmet Min- 
ing, both also Canadian, on 
whether to proceed with a 
project at PetaquiUa. 

Panama's proven and 
probable copper reserves 
total some 6bn tonnes, giv- 
ing tbe country ninth place 
in the world rankings. If ton- 
nages are high, however, 
grades are low, averaging 
just 0.6 per cent. While mod- 
ern leaching techniques may 
make tackling tbe huge 
deposits more feasible than 
before, poor international 
copper prices are complica- 
ting investment decisions. 

“We’re very enthusiastic 
about our project: the miner- 
alisation is huge." says Teck 
Corporation's Robert Turner 
in reference to Petaquilla. 
“It’s the high capital cost 
that's the deterrent-" 

The Canadian partners 
welcome the "Petaquilla 
law” published in February 
- which gives the project 
legal and tax stability and 
financial incentives. “But 
we’re still talking about a 
$lbn investment which 
needs careful assessment,” 
says Mr Turner, who will be 
looking for partners to 
develop the necessary infra- 
structure. the big elements 
Qf which are port facilities 
and a thermal power plant. 


Activity, meanwhile, is 
under way at Cerro Colorado 
in Panama’s western Chiri- 
qui province. Owned by Pan- 
acobre, a subsidiary of the 
Toronto-based Tiomin 
resources. Cerro Colorado 
has more than lbn tonnes of 
reserves averaging 0.86 per 
cent copper. That makes it 
the world’s 12th largest 
deposit. 

Cerro Colorado has bad a 
series of owners through the 
years, the most recent being 
Rio Tinto in association with 
tbe Panamanian govern- 
ment’s mining corporation. 
Rio Tinto closed in 1986 and 
officially handed back its 
Cerro Colorado stake three 
years ago. 

Previous and current con- 
cession-holders have spent 
$60m in exploratory drilling, 
removing a massive 60,000 
metres of core for analysis. 
Results of the curre nt feasi- 
bility study will be ready in 
a couple of months: they 
indicate a “juicy project”, 
says Michael Shaw, Pana- 
cobre’s project manager. 

Panacobre thinks it can 
develop Cerro Colorado more 
economically than originally 
thought using a method of 
leaching technology that did 
not exist in Rio Unto’s time. 
Revenue from this first 
Si5Gm-investment phase 
would produce some 25,000 
tonnes of copper cathodes a 
year and help finance con- 
struction of a later, conven- 
tional concentrator plant for 
the sulphides. 

More than a hundred 
workers are already 
encamped near San Felix 
and the access roads are 
being improved. The impov- 
erished local Indian famniw 
have been at least partially 
mollified by what Mr Shaw 
Calls “a very aggressive cam- 
paign to show that min ere 


can be good neighbours”: by 
March. Panacobre will have 
spent $L8m locally. So far, 
the mine has built 30 school 
rooms and a health clinic, as 
well as providing technology 
to improve local coffee crops. 

Creating good will is prov- 
ing crucial to establishing 
mining as a credible alterna- 
tive source of Income for 
Panama. In a country bereft 
of any mining tradition, a 
combination of scare mon- 
gering and inept handling of 
public relations by some 
mining companies has raised 
tbe hackles of politicians, 
native and environmental 
groups and assorted local 
lobbyists. 

Cerro Quema, a promising 
gold project, is a case in 
point. The concession, 
acquired last year by Camp- 
bell Resources of Canada, 
offers an estimated 300,000 
ounces of microscopic gold. 

Initial investment of $33m . 
began early this year - hack- 
ing into the remote innun, 
tain and building a key 
access road — with company 
officials projecting extrac- 
tion of 50,000 ounces a year.. 
There was work for 250 . 
locals. But torrential rains 
caught the operator unpre- 
pared, washing tonnes of 
sediment into the Rio 
Quema and alarming resi- 
dents who feared pollution. 
And a careless operations 
manager approved the illegal 
use of diesel to assist burn- 
ing brushwood. 

Anti-mining groups swung 
into action. Roads were 
blockaded, locals armed with 
threatening “machetes” pre- 
vented access to the mine. 
At the government’s behest, 
operations were halted for 
two months but given the 
go-ahead again 'in mid-Au- 
gust. 

“We were lax in our public 


relations efforts," admits ; - '■••• 
Cerro Quema’s new general V 
manager George Simchttk, \- 
“but the government should 
have fined ns and ensured 
the problem was corrected, ::, r- 
not closed us down. It was a- . *; 
very bad message to other . 
international mining. cozdpa- .'I 

nies.” r . 

Mining exploration contin- 
ues, however, spearheaded, 
by Canadians, usually in alfr ' 
ance with P anamanian part-:: v. 
ners who hold the ri ghts, ' to 
the most promising laztdi? .' ■ 
Cyprus Amax of the US ruts:.:"--.-'.'; 
a sma ll operation hi. Panama r ! 

that general managar -Jbhn • ' 

Wilson rates " as' “Ihiriy 1 ; 
impressive as an investment 
location”. But the big ‘inter- .-. 
national names Ascdrfatqdv 'V . • 

with exploration ihthe lSTOs '" Vi*'- - - 
have disappeared- : -• :: : '■■■,. * 

Today's main attarectir^X r. - s . , 
are smallish gold projects.: : >v ; A| 
sudh as Santa Rosa. 

2995, S25m I v iutf ftfrqnit ■ * 

should produce stome 57fi00fy ; - ; v 
ounces this year and cont x ib- 1 -~^ : ? r? 
uto $20m to export rovrauB-:?.^ r > 

The Santa Rosa opeafation. ■ 
has a simultaneous :: . .; 

tation programmer and, miise-' r 
exhausted, thq ; /mine ' 
sched u led to’ beccane a • /•. 

ist area with a ifr^TIffhTrr^' : ~ Vr - ~ 
lake. A. percentage -of; the. -I 
royalties paid to the govern- V-/; 

ment goes direettyf to- fhe '.^;.'; V . 

local community to - fimd/ • 
development projects such.-- .; 

as a water treatment plant. '■■■ 

: Resistance ': to 1 
development clearly -dwin*;:'^' 
dies when, and tf" 
local communities see the 
• benefits ttf jobs mid Services^ ; / ' 

Optimists predict brirrfwg • 

could acobuht for tq> to’:M* ' .-/ if 
per cent of Panamanian j- T'^/. v'v 

in the : early 2isf .cental^, & v : 

employing aevfagl ,;>V ; .-J - 


• > - *•«■'■* 









